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I. INTRODUCTION 
For some time now, economic growth has been the major policy objec­
tive which the governments of developing countries have been striving for 
in their developmental programs. In the 1940s and 1950s development fre­
quently was equated with industrial growth and the advancement of cities. 
Capital accumulation in industry and expansion of urban educational 
opportunities were viewed as principal means of obtaining the benefits of 
technical progress and raising the standard of living of the entire popu­
lation. Many countries began to modernize agriculture only when the 
profitability of industry relative to agriculture declined in the mid 
1960s. The prospects for agricultural and related investments had 
improved with, the availability of "green revolution" technologies which 
reduced production costs and th.e declining world surpluses of basic grains 
which, increased market prices. Like industrial expansion programs, agri­
cultural programs mainly have been growth oriented, emphasizing increased 
output rather than distribution of the output. Nowadays, both industry 
and agriculture are viewed as potentially leading sectors in economic 
growth C24I. 
In recent years, some important changes have occurred in the relative 
emphasis on developmental objectives. There has been steadily increasing 
interest in income distribution and employment objectives, besides the 
traditional objective of rapid growth in gross national product (56) . 
This interest stems from widespread disappointment with the slowness with 
which the benefits of economic growth have "trickled" down to the poorest 
social classes. Economic growth generally has taken on a "dualistic" 
character, in which a relatively few narrow subsectors of the econony, 
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using modern production methods, enjoy rising incomes, while the majority 
of the population in traditional sectors persistently experience little, 
if any, improvement in living standards (1). This dualistic pattern of 
growth coupled with rapid increases in population has meant a large and 
increasing number of people in the developing countries are still living 
in poverty. 
A, The Importance of Rural Development 
Today, rural development is receiving much attention. Rural devel­
opment can be viewed as a process by which the rural poor are assisted 
to improve their levels of output and living on a self-sustaining basis 
through greater participation in economic and social activities. The 
rural poor can be considered as those persons living outside the major 
cities whose annual per capita incomes are below US$150 (10). They 
constitute a majority of the poor in most developing countries. The 
rural development concept emphasizes improving the quality of life in 
a rural setting through such things as low cost delivery systems to 
improve health and nutrition levels, broadened educational opportunities, 
increased employment, and the introduction of new yield-increasing tech­
nologies to small farmers (35). 
Rural development can slow rural-urban migration. The provision of 
human resources for industrial projects was considered to be one of the 
principal contributions of the rural sector to development in the 1950s 
(30). This is possible, however, only when a marketable surplus of food 
is being produced or when imported foods are available. But if unemploy­
ment exists in the cities, rural-urban migration may not be desirable. 
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A recent view is that the rural sector must provide employment for a 
rapidly expanding labor force (9). In the early stages of industrializa­
tion there are no prospects for absorbing all of the available labor in 
the modem sectors because industrial employment starts from a base which 
is small relative to the total labor force. Moreover, urban traditional 
sectors have burgeoned to the point where poverty in them is as serious, 
or more serious, than in the rural traditional sectors. This new view is 
buttressed by the potential for the "green revolution" technologies to 
raise productivity and to be relatively labor intensive. In addition, the 
need for growth in agricultural output has increased, generally, with 
population growth and greater demand for food due to rising incomes. 
There are important interdependencies between the rural and urban 
sectors. A prospering rural society is important for its own sake, but 
growth, in the rural sector also stimulates development in other sectors 
through market linkages. Rising cash incomes in the rural sector can 
stimulate consumer goods industries as well as provide savings for addi­
tional investment in land improvements and purchases of farm inputs. 
The expansion of agricultural output is associated with increased demand 
for fertilizers and other manufactured inputs. It is desirable to 
increase the flow of resources into the rural sector relative to the 
resources extracted from it — especially in the early stages of agri­
cultural development — to stimulate technological change and increases 
in productivity, to broaden doiïfâstic markets for consumer goods, and to 
generally benefit the poorest members of society [33). This view is 
different from previous thinking which emphasized siphoning savings 
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and profits derived from agricultural surpluses for investments in urban 
industrial sectors. 
The recent increased concern about rural development has led to an 
active interest in questions about what would constitute a desirable 
organization and structure of the rural sector to achieve rational use 
of labor and other resources in production. Land tenure redistribution, 
market structure reforms, and the provision of extension and social 
services frequently are advocated to increase employment and to improve 
the distribution of rural incomes. These programs should also increase 
productivity and contribute to general economic development C9). 
In summary, there are various interdependencies and complementari­
ties between the rural and urban sectors that can and should be exploited 
in development. Some degree of industrialization may be desirable as a 
path to sustained economic growth in most countries. But, the important 
issue is to identify where the least cost gains in output can be achieved. 
Agricultural and rural development seems to offer the best prospects for 
participation of the poor majority in the developmental process, 
B. Economic Development in the Dominican Republic 
For some time, the Government of the Dominican Republic (GODR) has 
emphasized investments in manufacturing and physical infrastructure in 
its developmental programs in the belief that rapid development could be 
achieved by changing the structure of the economy from its heavy reliance 
on agriculture to industry. Economic growth has been the main policy 
objective. 
Recently, the National Planning Office CONAPLANl and the Secretariat 
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of State for Agriculture (SEA) of the Dominican Republic suggested that 
expanded programs of agricultural and rural development, including land 
tenure redistribution, could contribute to employment and income distri­
bution objectives besides the traditional objective of rapid growth in 
gross domestic product. The SEA cited a need to increase the rate of 
growth of food output to provide for anticipated population increases 
and to allow for dietary improvements among the lower income groups 
(46;53). 
Also, ONAPLAN proposed expanded public initiatives in health and 
nutrition services, housing, education, income supplements to needy 
families, and other socially beneficial activities for both the urban 
and rural sectors. These social provisions reflect numerous policy 
objectives related to the development of human resources and to raising 
living standards. Nutrition and health improvements, which are badly 
needed by the poor, rank prominently as GODR goals, and special provi­
sions for funding and staffing nutrition and health clinics throughout 
the country already have been established. Other programs still remain 
to be defined. 
Since economic development in the Dominican Republic previously was 
associated with industrialization and the advancement of urban areas, a 
major program emphasizing rural development would seem to need careful 
consideration. Moreover, rural development in the Dominican Republic 
should be considered in relation to greatly broadened developmental 
objectives, not just in terms of economic growth. This study concerns 
economic growth, employment, and the distribution of income in the 
Dominican Republic with special reference to rural development issues. 
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C. Study Objectives 
An empirical framework is presented in this study for the analysis 
of economic growth, employment, and income distribution issues in the 
Dominican Republic. This framework is used to describe the consequences 
of current policies and programs affecting the rural sector and to evalu­
ate future programs affecting land tenure, agricultural productivity, 
trade, and social services. 
In order to change the distribution of income and increase employ­
ment levels, the Dominican Government will have to make policy changes 
at both the national and local levels. This study places greatest 
emphasis on national policies affecting the growth rate of GDP, output 
and employment in the major sectors, the balance of payments, techno­
logical change, and the level and distribution of per capita income. 
It is recognized that local economies -— which include towns as well 
as farming areas — affect the national aggregates. Nevertheless, 
development at the local level usually cannot take place without changes 
in national policies and priorities and certain basic institutional 
reforms. 
Short tern planning (5 years or less) and decision making are 
standard practice as a background for the development of economic and 
social policies in many countries. Such planning leaves important 
questions unanswered, however, because of its short time horizon and 
limited scope. Many of the basic economic, technical, and social struc­
tures of a country cannot be changed very much over short periods. 
However, over longer periods, technology and events in the fields of 
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demography, education, health, industry, and agriculture can have an 
increasing impact on development. In fact, these changes define devel­
opment. Structural changes need to be viewed within the broader perspec­
tive of 10 to 15 year periods C34;35). This study provides a framework 
for such medium term planning (1978-1990) in the Dominican Republic. 
At the regional level, especially in depressed regions, development 
may require a series of interrelated activities such as credit and tech­
nical assistance for small farmers,- improved access to land; improved 
marketing facilities; improved health facilities; iitproved roads and 
irrigation; and the creation of off farm employment or migration (25). 
These programs need to be viewed within a framework of national develop­
ment priorities and population policies. Also, they need to be tailored 
to the structure and organization of the rural sector. This study out­
lines the elements of a rural development strategy for the Dominican 
Republic and shows how these elements affect the achievement of national 
objectives. 
D. Organization of the Study 
The macroeconomic structure and performance of the economy and broad 
social trends in the Dominican Republic are presented in Chapters II and 
III. Chapter II is largely diagnostic. It reviews important constraints 
on economic growth, shows how growth has affected employment and the 
distribution of income, and, thereby provides needed background for 
analyzing the country's medium term developmental prospects. A medium 
term planning framework is developed in Chapter III and applied to 
exploring the implications for the rural sector of alternative economic 
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growth and population patterns. Thus, Chapter III lays the groundwork 
for analyzing current rural development issues, which are the subjects 
of Chapters IV and V. Chapter IV analyzes institutional arrangements 
and the effectiveness of resource utilization in production within the 
major rural subsectors. Also, reference is made to previous develop­
mental efforts in the rural sector. Chapter V shows how expanded programs 
of rural development can contribute to general economic growth and social 
development objectives in the Dominican Republic. Chapter VI summarizes 
the study's principal findings and outlines some needs for additional 
research. 
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II. THE DOMINICAN REPUBLIC'S RECENT DEVELOPMENTAL EXPERIENCE 
The Dominican Republic's developmental experience during 1950-76 is 
reviewed in this chapter. It examines the performance of the economy, 
identifies the growth and distribution mechanisms, and evaluates how out­
put growth has affected the poor. It also assesses the role of agricul­
ture in the developmental process. 
A. Growth of Gross Domestic Product 
The Dominican Republic has enjoyed remarkable economic growth since 
1957. Real annual increases in the gross domestic product (GDP) averaged 
8.8 percent during the 1967 [1966-68 av.) to 1975 (1974-76 av.) period 
which, along with annual increases of 3.1 percent in the estimated total 
population, allowed for an average growth rate of 5.7 percent in real per 
capita income. During 1951-59, annual increases in real GDP averaged 5.2 
percent compared to only 3.7 percent during 1959-67. The average annual 
rate of growth in real GDP per capita during 1967-75 was almost three 
times as great as in 1951-59 (Table 1) . 
The late 1950s mark the maximum point of political dictatorship 
and excessive monopoly in the Dominican Republic. More than half the 
country's sugar industry, virtually all other agricultural exports, 
one-third of all cultivable land, as well as all of the main commercial 
houses and manufacturing plants were owned by the Trujillo family. The 
main factor in growth of the Dominican economy during the 1950s appears 
to have been industrialization, which was pushed vigorously starting in 
1951. Exports of sugar provided the bulk of the finance for these early 
industrial programs C641. 
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Table 1. Gross domestic product, total population, and per capita GDP& 
V-, Yearly change GDP 
Year GDP in GDP Population per capita 
(million 1962 DR$) (percent) (1000 persons) (1962 DR$) 
1950 461.5 — — 2,135.9 216 
1951 516.3 11.9 2,216.4 233 
1952 557.8 8.0 2,297.2 243 
1953 550.7 —1.3 2 ,378.8 231 
1954 582.5 5.8 2,464.5 236 
1955 618.8 6.2 2,554.2 242 
1956 680.2 9.9 2,644.1 257 
1957 723.3 6.3 2,740.3 264 
1958 762.0 5.4 2,839.0 268 
1959 766.7 0.1 2,941.2 261 
1960 775.6 1.2 3,038.1 255 
1961 758.2 -1.2 3,127.6 242 
1962 887.2 17.0 3,219.8 275 
1963 945.1 6.5 3,314.6 285 
1964 1,008.3 6.7 3,412.3 295 
1965 882.9 -12.4 3,512.9 251 
1966 1,001.2 13.4 3,616.4 277 
1967 1,035.0 3.4 3,723.0 278 
1968 1,037.1 3,832.7 270 
1969 1,150.6 10.9 3,945.7 291 
1970 1,272.5 10.6 4,061.9 313 
1971 1,407.2 10.6 4,181.6 337 
1972 1,581.4 12.4 4,304.9 367 
1973 1,772.1 12.1 4,431.7 400 
1974 1,904.9 7.5 4,562.3 418 
1975 2,002.4° 5.1 4,705.3 426 
1976 2,107.9° 5.9 4,835.2 436 
Average annual compound rates of growth: 
Period GDP GDP per capita 
1951 (1950-52 av.) to 1959 (1958-60 av.) 5.2 2.1 
1959 (1958-60 av.) to 1967 (1966-68 av.) 3.7 0.6 
1967 (1966-68 av.) to 1975 (1974-76 av.) 8.8 5.7 
1970 (1969-71 av.) to 1974 (1973-75 av.) 10.3 7.2 
^Sources: (6;37). 
^GDP is the gross national product plus net factor payments sent 
abroad. 
^Preliminary. 
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In 1959, the Dominican Republic entered a decade marked by political 
instability, unusual foreign influences in its affairs, and erratic eco­
nomic performance. The member nations of the Organization of American 
States COASl broke off diplomatic relations with the country and invoked 
economic sanctions due to human rights issues in 1960. Trade relations 
were severed and foreign aid was cut off. In 1961, Rafael Trujillo was 
assassinated, touching off a period of domestic turmoil. A depression 
of the world sugar market contributed to economic stagnation in 1959^61. 
Sugar prices which had averaged 4.2* per pound in the mid 1950s fell to 
3.1* per pound in 1958-62, a decline of about 25 percent. Throughout 
these years, the economy was subjected to stringent import controls, a 
freeze on wages, and large flints of capital, all of which had grave 
consequences for development (111. 
The United States adopted a new sugar act in 1962 which let the 
Dominican Republic sell the bulk of its sugar crop in the U.S. market 
at prices nearly double the prevailing world market price. This 
assisted an economic recovery in 1962, during which GDP increased 
by 17 percent. Also, the Alliance for Progress greatly increased 
funds for the Dominican Republic, and the OAS lifted its sanctions 
and provided technical assistance. Although the Dominican economy 
was buoyed by outside aid, political unrest festered culminating in 
civil war and U.S. intervention in 1965. Political stability was 
established in 1966, but full economic recovery lagged until 1969. 
Economic recovery was hindered by prolonged droughts in 1967 and 1968 
which affected agricultural output adversely, particularly the sugar­
cane harvests. Thus a very difficult decade for the Dominican Republic 
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ended. Real GDP per capita in 1968 was essentially the same as in 
1958. 
The Dominican Republic enjoyed unprecedented economic growth in 
1969-75, during v^ch annual increases in real GDP averaged more than 
ten percent. This economic boom was led by a resurgence in production 
for export and by high prices for several traditional export products, 
especially sugar. Sugar prices which averaged 7* per pound in the 1960s 
increased to 30<? per pound in 1974. Gross investment, both public and 
private,- was greatly increased. The reduced growth rate in 1975 and 
1976 is attributed to a drought in 1975 which not only reduced agricul­
tural production but also reduced the amount of hydroelectric power 
available to industry and commerce (451. 
The sources of economic growth can be identified. Investment has 
been the most dynamic element in the Dominican economy. Gross domestic 
investment increased from 14.7 percent to 25.2 percent of GDP between 
1967 (1966-68 av.) and 1974 (1973-75 av.), representing an average annual 
increase rate of more than 18.0 percent in real terms (Table 2) . This 
compares to average annual increases of 4.4 percent in 1951-59 and 4.1 
percent in 1959-67. Private investments in manufacturing, construction, 
and mining were greatly stimulated by political stability and a favorable 
business climate t65). For the recent period, gross domestic saving 
increased from less than 9.0 percent of GDP to 26.6 percent of 
GDP. 
Public investment accounts for about one-third of total gross 
investment. Much of the recent expansion in public investment was 
achieved by reducing growth in current expenditures. Real current 
Table 2. Recent trends in expenditures on gross domestic product^ 
• Value 
Expenditure 1950- 1958- 1966- 1973-
classification 1952av 1960av 1968av 1975av 
(million 1962 DR$) 
Gross domestic product 512 768 1,024 1,893 
Imports (GNFS) 104 133 221 448 
Total resources 616 901 1,245 2,342 
Consumption 431 627 937 1,492 
(Private) 370 524 805 1,355 
(Public) 60 103 132 137 
Gross domestic investment 75 106 147 477 
(Private) 42 62 101 318 
(Public) 34 45 45 159 
Exports (GNFS) 110 167 162 372 
Gross domestic saving 105 121 90 503 
National saving 79 114 73 455 
Net factor payments 26 7 17 48 
sent abroad 
^Source: (6). 
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1950-
1952av 
Composition 
1958-
1960av 
1966-
1968av 
1973-
1975av 
Average annual increase 
1951- 1959- 1967-
1959av 1967av 1974av 
(percent of GDP) (percent) 
100.0 
20 .2  
100.0 
17.3 
100.0 
21.5 
100.0 
23.7 
5.2 
3.1 
3.7 
6.5 
9.2 
10.6 
120.2 117.3 121.5 123.7 4.8 4.1 9.6 
84.1 
72.3 
11 .8  
14.7 
8.1 
6 . 6  
21.4 
81.7 
68.3 
13.4 
13.8 
8 . 0  
5.8 
21.8 
91.4 
78.5 
12.9 
14.3 
9.9 
4.4 
15.8 
78.8 
71.6 
7.2 
25.2 
1 6 . 8  
8.4 
19.7 
4.8 
4.5 
6.9 
4.4 
5.0 
3.5 
5.4 
5.1 
5.5 
3.1 
4.1 
6.4 
0 . 2  
-0.4 
6.9 
7.7 
0.5 
18.3 
17.8 
19.8 
12.6 
20.6 15.7 ..9 26.6 4.7 -3.8 27.8 
15.4 14.8 7.2 24.0 4.7 -5.6 29.9 
5.2 0.9 1.7 2.5 -18.3 12.0 16.0 
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expenditures of the public sector increased at only half a percent 
annually during 1967-74. The policy to limit growth of current expendi­
tures led to large current surpluses, v^ich were used to finance an 
accelerated public works program. Public sector expenditures and finance 
are analyzed in section G. 
Economic growth has been accompanied by a substantial expansion in 
imports. Real imports of merchandise and nonfactor services increased 
at an average annual rate of 10.6 percent during 1967-74. Total imports 
amounted to almost 24 percent of GDP in 1974. The Dominican Republic 
imports practically all of its capital equipment, and much of the recent 
import growth has consisted of machinery and industrial raw materials. 
Since 1963 the balance of payments has undergone some pressures. Imports 
have consistently exceeded the value of exports, even allowing for a 
generally positive terms-of-trade effect. Official grants, foreign 
private capital and credit have supplemented domestic resources in invest­
ment, especially in mining and in the construction of hotels. 
Exports have paralleled investment activity. Exports (valued 
in constant 1962 DR$) accounted for almost 20 percent of GDP in 1974 
which compares to less than 16 percent in 196 7. In the 1950s and early 
1960s, production for export accounted for between 21 and 22 percent of 
GDP. In addition, generally favorable terms-of-trade were responsible 
for an increase in overall growth of 0.7 percent cumulatively in recent 
years. Gross domestic income (GDY), which is the GDP adjusted for the 
terms-of-trade effect, increased at an average annual rate of 9.9 percent 
during 1967-74 which compares to 9.2 percent for GDP. In the 1950s, 
unfavorable terms-of-trade reduced overall growth by 0.3 percent. 
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annually; and during the early and mid 1960s favorable terms-of-trade 
increased overall growth almost one percent, annually. The Dominican 
Republic now faces a prospect of reduced foreign exchange earnings which 
could constrain investment and economic growth throughout the remainder 
of the 1970s. Sugar prices have declined to 9.3* per pound, currently, 
which is 1.2C below production costs. If the country participates in 
the new International Sugar Agreement, the price of sugar could be 11* 
per pound for an export quota of 935,000 MT by the end of 1978. The 
structure of foreign trade is analyzed in section C. 
A scarcity of foreign exchange can constrain investment when a high 
proportion of additional capital goods must be imported relative to total 
exports and other inflows of foreign exchange; also if the propensity to 
save out of foreign exchange is low. Applegate's analysis suggests that 
scarcity of foreign exchange limited growth during much of the period 
(1950-73) (2). Almost half the annual increment in investment and one-
fifth the annual increment in consumption are imported. The proportion 
of additional investment goods imported appears to be falling by about 
1.2 percent per year, and the proportion of additional consumption goods 
imported appears to be falling by only one-half percent per year. At 
these rates of change, import substitution will be a continuous long 
term process for the Dominican Republic. 
B. Inflation 
The recent growth in real output was accompanied by price inflation. 
Average annual increases in the total consumer price index from 1969 to 
1972 amounted to 5.3 percent. But, from 1972-1976 the rate of inflation 
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averaged 12.6 percent per year (Table 3) . Increases in petroleum prices 
and other imports account for part of this increase. However, the first 
substantial price increases, mainly concentrated in food and related 
products, occurred in 1972, one year before oil prices increased (65). 
The effects of inflation have not been shared equally by the various 
income groups. The lowest income group in Santo Domingo experienced 
larger increases in its average living costs than the high income groups, 
mainly because of increases in food prices which have a relatively large 
weight in the expenditure patterns of the low income consumers. For the 
lowest income group (DR$50^100 per month) the rate of increase of prices 
was 13.4 percent as compared to 11.1 percent for the highest income group 
(DR$401-600 per month) during 1972-76 C65). 
C. Foreign Trade 
The recent increased importance of production for export largely 
derives in the sugar subsector. Sugar is the major product produced by 
the Dominican Republic, and the country ranks among the top five cane 
sugar exporting nations of the world.^ Sugar and derivative by-products 
always have accounted for more than half the value of total exports. 
Annual increases in the volume of sugar output have averaged 3.5 percent 
since the end of the 19th century. During 1950-74, annual increases in 
sugar production averaged about 3.0 percent. These growth rates reflect 
steady growth in world demand for sugar and the Dominican Republic's 
ability to maintain a significant share in the world supply. 
However, annual fluctuations in the production of sugar and in world 
^Based on statistics in (28). 
Table 3. Santo Domingo consumer price index (1969 = 100) , 1960-75^ 
Year Total 
Category of expenditure Types of goods and services 
Foods 
Beverages 
Tobacco Housing 
Clothing 
Shoes 
Accessories Other Durable Nondurable Services 
(Weights) 100.0 31.9 32.4 7.5 28.2 2.0 56.1 41.9 
1960 95.0 97.4 101.1 96.4 85.1 94.5 98.2 93.5 
1961 90.9 90.3 100.4 93.9 80.5 93.5 89.2 92.9 
1962 93.8 93.5 , 103.1 98.0 82.9 90.3 93.6 94.1 
1963 100.0 102.3 104.5 104.4 91.7 92,8 101.3 98.6 
1964 100.6 104.7 , 105.3 100.2 91.1 96.4 102.2 98.8 
1965 99.7 105.2 105.5 100.2 87.1 92,3 101.6 97.5 
1966 98.3 103.4 100.0 93.3 92.3 93,9 98.6 98.2 
1967 100.2 104.0 101.1 96.9 96.2 101,8 100.2 100.2 
1968 101.9 106.6 100.9 98.1 98.7 100.0 102.9 100.6 
1969 100.0 100.0 100.0 100.0 100.0 100,0 100.0 100.9 
1970 103.8 104.1 100.1 95.5 109.9 106.0 95.1 105.1 
1971 108.3 110.9 109.0 98.5 107.0 108.3 102.9 108.6 
1972 116.8 117.6 120.8 114.9 111.9 115,7 112.7 118.5 
1973 134.4 139.2 140.7 134.9 121.6 134.5 162.7 132.6 
1974 152.1 163.8 153.3 152.0 137.6 160.2 187.3 139.1 
1975 174.1 192.8 169.3 181.7 156.6 188.3 205.8 153.1 
1976 187,6 187.3 . 192.2 204.4 178.5 . 196.6 224.5 170.9 
^Source : (7). 
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sugar prices are major sources of short term instability in the Dominican 
economy, particularly in the public sector which depends on sugar profits 
and export taxes for revenue. Since 1971, exports of raw sugar (96°) 
have averaged about 1,000,000 MT annually. Annual ejcports of sugar 
seldom reached 725,000 MT during the 1960s. But exports of sugar 
amounted to 1,117,000 MT in 1960, a record which was not to be surpassed 
until 1972 when 1,142,000 MT of sugar were exported. The elasticity of 
GDP with, respect to the price of sugar (n) has been estimated to be .06 
(2). That is, a ten percent change in the price of sugar at current 
levels of output would lead to a predicted change in GDP of 0.5 percent. 
Price swings for sugar can be substantial. For example, in 1973-74 the 
world price of sugar increased by 83 percent viiich would have boosted 
estimated GDP almost five percent, based on the estimate of n = .06. 
Exports of coffee, cocoa, and tobacco also have experienced gains in 
volume in recent years, though not so dramatically as for sugar. These 
products account for about 20 percent of total e:iqport value (Table 4) . 
Until recently, bauxite was the Dominican Republic's only mineral export. 
The country began to export ferronickel in 1972, and by the mid 1970s 
ferronickel ranked as the Dominican Republic's second most important 
export product. Exports of ferronickel amount to more than 63,000 MT 
per year. Dore, a silver-gold alloy by-product of ferronickel mining, 
also has become a major export. Mineral exports now account for more 
than 20 percent of total e:gort value. Like sugar, minerals are subject 
to changing world market conditions. Unlike sugarcane growing, mining 
involves highly capital intensive production methods, and it will be a 
number of years before the Dominican Republic could realize substantial 
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Table 4. Value of total commodity exports and agricultural exports, 
1967-75a 
Total Agri­ Sugar Cocoa Other 
exports cul­ and and agri­
of com­ tural by­ by­ To­ cul­
Year modities exports Percent products Coffee products bacco tural 
(millions of US$) 
1967 156.2 141.1 90.2 94.2 17.0 12.0 10.5 7.4 
1968 163.5 146.0 89.4 91.8 17.9 13.9 11.3 11.1 
1969 184.1 163.9 89.0 98.9 21.3 20.1 12.7 10.9 
1970 213.5 191.2 89.6 115.9 28.9 19.6 14.3 12.5 
1971 240.7 216.9 90.1 145.0 23.8 13.0 20.7 14.4 
1972 347.6 271.6 78.1 176.4 29.8 18.4 28.8 18.2 
1973 442.1 332.8 75.3 205.8 46.4 24.2 30.3 26.1 
1974 636.8 509.5 80.0 348.1 45.6 48.0 39.5 28.3 
1975 894.3 725.9 81.2 594.5 43.2 29.0 35.6 23.6 
^Source: (6),. 
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earnings from the new mining ventures since initial profits are being 
repatriated to foreign investors. Minerals probably cannot replace sugar 
as the country's dominant export because known reserves are relatively 
small. 
The Dominican Republic did not participate in the Caribbean tourist 
boom of the 1960s. But, the 1970s have been characterized by significant 
expansion of hotel capacity, and recent growth in tourism has stimulated 
commerce. It is anticipated that tourism will become increasingly 
important as a source of foreign exchange. Hoteliers hope to capture a 
share of the U.S. convention market C65). 
Exports of industrial manufactures do not play a major role in the 
Dominican Republic's foreign trade yet. They account for less than eight 
percent of total merchandise exports. Recent industrial legislation has 
stimulated growth in several industrial free zones. About 45 firms in 
these zones import raw materials or semi-processed products for simple 
transformation or assembly and re-export. Because these firms are 
primarily attracted to the Dominican Republic by the availability of 
labor, their investment per job is low, about DR$2,100 per worker 
including the cost of land, buildings, and machinery. Firms in the free 
zones must sell to the Central Bank the foreign exchange needed for their 
local costs which amounted to nearly current DR$15 million in 1976 (21). 
D. Changes in the Structure of Production 
For some time, the government of the Dominican Republic has empha­
sized investments in industry and physical infrastructure in its develop­
mental programs in the belief that rapid development could be achieved by 
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changing the structure of the economy from its heavy reliance on agricul­
ture to industry and other urban based sectors. In 1961 (1960-62 av. ) , 
agriculture accounted for 30 percent of total GDP. By 1974 C1973-75 av.) , 
agriculture accounted for less than 20 percent of GDP (Table 5) . Rapid 
growth in manufacturing, mining, and commerce explains this structural 
change. 
Industrial output has been increasing at an average annual compound 
rate of 9.7 percent since 1967. Private investment in import substitution 
industries has been stimulated by generous tariff exonerations under Law 
200 of 1968. Overall, tariffs provide a protection level of about 100 
percent for the industrial sector. In addition, ample credit has been 
available to manufacturers from the Economic Development Fund CFIDE), 
several development corporations, the private banks, and the Industrial 
Promotion Corporation (CFI). Annual interest charges range between 9 and 
18 percent. Besides domestic credit, businessmen obtain Eurodollars 
through the subsidiaries of multinational banks located in the country 
(21) . 
Construction activity has been stimulated by the high level of public 
investment for infrastructure and by private residential construction. 
Construction has grown consistently at rates exceeding 11.0 percent, 
annually, since 1961, almost two times the rate of growth of total GDP for 
the period. The construction sector's share in total output increased 
from 2.8 percent in 1961 to more than 7.0 percent in 1974. Mining has 
shown the highest rate of growth (28.6 percent) since 1967, but its share 
in total output was less than 6.0 percent in 1974. Growth has occurred 
in services due to increased urbanization and the expansion of tourism. 
Tôble 5. Sectoral outputs, 1950-75^ 
Composition of GDP by sector (1960-62) (1966-68) 
to to 
Sector 1950-52 1960-62 1966-68 1973-75 (1966-68) (1973-75) 
(percent) (percent) 
Agriculture 28.6 30.0 25.1 19.4 1.0 4.5 
(Crops) (21.3) (21.6) C16.4) (12.6) -0.6 4.5 
(Livestock) (6.8) (7.51 (7.9) (6.3) 4.9 4.9 
(Forestry, fishing) (0.5) (0.9) (0.8) (0.5) 1.5 1.0 
Mining 0.2 1.5 1.4 5.6 2.9 28.6 
Industry 15.3 15.5 15.0 17.1 3.6 9.7 
Construction 4.5 2.8 4.4 7.1 11.7 14.7 
Housing 7.2 6.8 7.9 7.5 6.6 7.3 
Commerce 18.6 17.4 17.0 18.1 3.6 8.8 
Trans., cornn., utilities 4.7 5.8 7.5 8.0 8.4 8.8 
Finance 1.1 1.6 1.7 1.7 5.3 8.1 
Government 9.0 10.7 11.7 6.3 5.6 -0.2 
Other 10.9 7.8 8.4 9.3 5.2 9.5 
Total GDP 100.0 100.0 100.0 100.0 4.1 8 .0  
^Source; (6). 
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Commerce, transportation, and other service sectors have grown at average 
annual rates above 8.5 percent since 1967. 
It is especially noteworthy that real output in the government sector 
has been declining at an average annual rate of 0.2 percent since 1967. 
This largely reflects the government's decreased emphasis on the provision 
of services in order to free resources for investment in infrastructure. 
During the 1950s and early 1960s the government sector's share in output 
was about 11.0 percent. By 1974, the government sector's share in output 
had fallen to 6.3 percent. Since population has been increasing at 3.1 
percent annually, it would appear that the level of real government 
services per capita has been declining at about 3.3 percent yearly. 
Generally, economic growth in the urban sectors has been capital 
intensive in nature. While this increases output per worker, it can 
constrain growth, in employment because output growth may be limited by 
such, factors as demand, investment, or the supply of skilled workers 
(621. Relevant data are available for the industrial sector, which 
includes manufacturing and sugar refining [Table 61. Since 1950, net 
capital in manufacturing has grown consistently at rates above 7.5 
percent per year, while employment growth averaged only 4.5 percent, 
annually. As a result, the capital-labor ratio in manufacturing has 
almost doubled in real terms. This contrasts with the sugar subsector 
(defined to include sugarcane growing) which experienced declines in 
the capital-labor ratio.^ 
^The sugar subsector has been successful in increasing employment at 
about 4.1 percent per year, while growth, in net capital averaged only 2.0 
percent. However, many sugar workers are not fully employed and labor 
productivity is low. The sugar subsector is analyzed in Chapter IV. 
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Table 6. Value added, capital, employment, and capital-labor ratios for 
the manufacturing and sugar refining subsectors, 1950-74® 
Value Capital Capital-labor 
Year added^ stock Employment ratio 
(million (million (1000 (1962 
1962 DR$) 1962 DR$) persons) DR$) 
1951 (1950-52 av.) 
1962 (1961-63 av.) 
1966 (1965-67 av.) 
1973 (1972-74 av.) 
Manufacturing 
44.4 53.9 
101.9 120.0 
135.0 169.1 
264.0 273.4 
15.5 3,477 
27.1 4,428 
25.3 6,684 
40.6 6,734 
1951 (1950-52 av.) 
1962 (1961-63 av.) 
1966 (1965-67 av.) 
1973 (1972-74 av.) 
Sugar refining 
46.2 112.0 
62.3 174,0 
45.6 177.9 
120.1 175.1 
41.3d 2,712 
68.6^ 2,536 
70.8^ 2,513 
100.id 1,749 
^Source; (36). 
'^Current peso figure deflated by implicit GDP deflator. 
•^Current peso figure deflated by implicit price index for gross 
fixed investment. 
^Includes field workers. 
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Dominican firms may operate on the declining parts of their cost 
curves, i.e. there could be excess capacity in the manufacturing sector.^ 
An implication of this would be that stimulating demand for manufactures 
(e.g. by implementing income redistribution measures) could lead to 
increased output and reduced costs per unit of output. Reduced costs 
would benefit consumers provided that monopoly profits were avoided. 
Also, additional investments with emphasis on training more industrial 
workers, instead of in physical structures, would be productive. Excess 
capacity in manufacturing may arise because the country imports most of 
its capital goods from industrial nations which produce machinery and 
equipment mainly for use in very large markets. In contrast, import 
substitution industries in the Dominican Republic face small markets. 
E. Growth of Agricultural Output 
Although its relative importance in total GDP has declined, agri­
culture, nevertheless, has experienced accelerated growth since 1967. 
Annual increases in real gross output averaged 4.7 percent during 1967 
(1966-68 av.) to 1974 (1973-75 av.) which compares to only 0.8 percent 
during 1961-67. The average rate of growth for the entire period was 
2.8 percent, substantially above the estimated rate of growth of rural 
population (see Chapter III). 
The share of export crops in gross agricultural output declined 
from 33.2 percent in 1961 to 24.9 percent in 1967, then increased to 
28.3 percent in 1974 (Table 7). Gross output of the major export 
^See (22) for more information on aggregate production relationships 
in manufacturing. 
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Table 7. Agriculture: Relative share in GDP and production mix within 
agriculture, 1960-1975^ 
Year 
1960-1962 
average 
1966-1968 
average 
1973-1975 
average 
(percent) 
Ratio GDP in agriculture to 
total GDP (1962 DR$) 30.0 25.1 19.4 
Gross agricultural production 100.0 100.0 100.0 
Crops 
Livestock 
Forestry and fishing^ 
Inputs 
Total value added 
68.7 
28.5 
2 . 8  
7,7 
92.2 
63.3 
33.8 
2.9 
7.8 
92.3 
65.7 
32.1 
2 . 2  
10.3 
89.7 
Gros s crop production 100.0 100.0 100.0 
Export crops 
Cereals and legumes 
Other basic food crops 
Inputs 
Value added in crops 
48.3 
16.2 
35.5 
9.1 
90.9 
39.3 
22.9 
37.8 
8.9 
91.1 
41.6 
22.7 
35.7 
11.9 
88.1 
Gross livestock production 100.0 100.0 100.0 
Beef, hogs, goats 
Dairy 
Poultry and other 
Inputs 
Value added in livestock 
25.0 
36.0 
39.0 
5.4 
94.6 
23.7 
34.8 
41.4 
6.3 
93.7 
26.3 
31.6 
42.0 
7.8 
92.2 
^Source: C6) . 
^Value added. 
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crops — sugarcane, coffee, cocoa, and tobacco — increased at an average 
annual rate of 6.1 percent during 1967-74 compared to declines of 4.0 
percent during 1961-67 (Table 8). This change primarily reflects adjust­
ments in the production of sugarcane due to changes in world market con­
ditions. Annual increases in the production of domestic food crops 
averaged 2.1 percent during 1961-67 and 4.6 percent during 1967-74. The 
share of livestock production in gross agricultural output increased 
slightly from 28.5 percent in 1961 to 32.1 percent in 1974. Poultry, 
pork, and beef account for most of the recent increases in livestock 
production. 
Agricultural growth has been associated with increasing use of 
purchased farm inputs. The growth rates of purchased inputs were 9.6 
percent per year in crops and 7.1 percent per year in livestock during 
1967-74. In 1967, inputs accounted for 7.8 percent of gross agricultural 
output, and by 1974 the percentage was more than 10.0 percent. The 
greater relative use of inputs over time has meant that agriculture value 
added increased less rapidly than gross agricultural output. Probably, 
the bulk of total inputs are used in the production of e:gort crops. 
Sugarcane production accounts for an estimated 55 percent of the chemical 
fertilizer used in crop production. Of the domestic food crops, rice is 
the most important user of chemical inputs (20). 
F. Employment and Social Development 
Although the Dominican economy has grown rapidly, a number of social 
problems have persisted and may even have increased in intensity. Sick­
ness, malnutrition, low educational achievement, and inadequate shelter 
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Table 8. Cumulative growth rates of agricultural output 
1960-1962 
to 
1966-1968 
1966-1968 
to 
1973-1975 
1960-1962 
to 
1973-1975 
Total agriculture' 0 . 8  
(percent, average annual) 
4.7 2 . 8  
Crops -0.6 
Export crops -4.0 
Food crops 2.1 
Value added in crops -0.6 
Inputs -0.9 
Livestock 3.6 
Value added in livestock 3.5 
Inputs 6.4 
5.2 
6.1 
4.6 
4.1 
9.6 
3.9 
3.6 
7.1 
2.5 
1.3 
3.5 
2 . 2  
4.6 
3.8 
3.6 
6.7 
^Includes forestry and fishing. 
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are causing serious damage to the health and well-being of many Domini­
cans, especially in the rural sector. This is a reflection of generally 
low incomes and unemployment (16). 
The average per capita income in a 1969 sample of households from 
Santo Domingo was approximately DR$595, annually. Average per capita 
expenditures amounted to DR$594, annually. About 5 percent of the fami­
lies had incomes below DR$600 and slightly more than 23 percent of the 
families had incomes below DR$1,200. Of total income, 53 percent went 
to the 18 percent of the families with the highest incomes (Table 9). 
A set of income statistics CTable 10) for both rural and urban areas 
in 1970 was prepared by the Secretariat of State for Agriculture (SEA) . 
The rural income estimates were based on considerations of farm size, 
types of production activity, and estimates of the numbers of landless 
laborers and their earnings. Only three income classes were used for the 
rural sector since it was believed that income generated in the largest 
farms accrues mainly to urban residents. Urban population was allocated 
to income strata on the basis of the Santo Domingo study and other sur­
veys in small urban places. According to the SEA study, 50 percent of 
the Dominican population experiences family incomes of DR$50/month or 
less ; 75 percent of the population has family incomes of DR$100/month. or 
less; only 2.0 percent of the population has family incomes above DR$600/ 
month. Rural incomes are lower and more unevenly distributed than urban 
incomes. On the average, per-capita rural income is estimated to be only 
one-fourth of per-capita urban incomes. 
The 1970 population census is the most recent comprehensive source 
of information about employment. Of the 1,134,900 Dominicans aged 15 
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Table 9. Income distribution in Santo Domingo, 1969^ 
Household Percent Percent Cumulative percentage 
income strata households income Households Income 
(DR$/ir«Dnth) (percent) 
0-50 5.1 0.6 5.1 0.6 
50.1-100 18.1 4.8 23.2 5.4 
100.1-200 30.1 14.7 53.3 20.1 
200.1-300 18.3 15.0 71.6 35.1 
300.1-400 10.3 11.9 81.9 47.0 
400.1-600 8.5 14.1 90.4 61.1 
600.1-800 3.3 7.7 93.7 68.8 
800.1-1000 2.1 6.7 95.8 75.5 
1000.1 and more 4.2 24.5 100.0 100.0 
Total 100.0 100.0 
^Source; (5). 
Table 10. Distribution of family income among urban and rural popula­
tion, 1970& 
Percent of families Average monthly income 
Monthly income Urban Rural Urban Rural 
(DR$) (DR$) 
0-50 
50.1-100 
100.1-300 
over 300 
29 
24 
33 
14 
64 
28 
8 
36.0 
79.0 
168.1 
762.3 
37.3 
70.5 
135.8 
^source : (53) . 
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years and over who were classified "economically active" in 1970, 872,700 
persons were employed and 262,200 persons were visibly unemployed, an 
unemployment rate of 23.1 percent (Table 11). Most of the unemployed 
(154,300 persons) lived in rural areas. Unemployment rates were similar 
for the urban and rural areas (23.5 percent and 22.9 percent, respec­
tively) . Census data do not reflect the extent of underutilization of 
the employed labor force. 
The International Labor Organization (ILO) estimated the total rate 
of underutilization of labor (un- and underemployment) at 32.4 percent for 
Santo Domingo in 1973 (44) . Santo Domingo has more than half the 
country's urban labor force. Also, the ILO estimated the rate of under­
utilization of labor in agriculture at 40.7 percent based on calculations 
of labor requirements in various crop and livestock activities and 
selected in-depth interviews with small farriers and agricultural workers. 
Although precise estimates of the rates of un- and underemployment are 
not available, the evidence strongly suggests that underutilization of 
labor is widespread. Therefore, developmental policies should be examined 
closely in terms of employment effects. 
The recent USAID Health Sector Assessment study for the Dominican 
Republic noted that 70 percent of the Dominican population suffers from 
some degree of mainourishment (58). The country has substantial supple­
mentary nutrition programs. They consist of programs administered by U.S. 
voluntary agencies using PL 480 Title II food, a GODR fresh milk distribu­
tion program, and a GODR subsidized food program. Total efforts reached 
680,000 persons in 1976 (12 percent of the population) (31): The GODR 
spends about DR$6.5 million per year on nutrition programs, currently. 
Table 11. Employment (1000 persons), 1970^ 
Total Economically 
population active 
aged 15 population 
Popula­ years aged 15 years 
tion and and more Percent Percent 
category more (4)+(6) (2)/(l) Employed (4)/(l) 
(1) (2) (3) (4) (5) 
Total Republic 
Total 2,102.0 1,134.9 54.0 872.7 41.5 
Males 1,039.7 851.3 81.9 668.2 64.3 
Females 1,062.3 283.7 26.7 204.5 19.3 
Urban 
Total 886.7 459.7 51.8 351.7 39.7 
Males 404.4 317.0 78.4 245.8 60.8 
Females 482.3 142.7 29.6 106.0 22.0 
Rural 
Total 1,215.3 675.2 55.6 521.0 42.9 
Males 635.3 534.3 84.1 422.4 66.5 
Females 580.0 141.0 24.3 98.5 17.0 
^Source: (41). 
^Includes unemployed persons looking for work and new entrants to 
the labor force. 
^Includes housewives, students, retired persons, invalids, and 
others. 
34 
Unemployed 
Percent 
(6 ) / (2 )  
Economically 
inactive 
population 
aged 15 
years and 
more® 
Percent 
(8)/(l) 
Activity 
status 
not 
specified 
Percent 
(10)/(1) 
(6)  
262.2 
C7) 
23.1 
(8) (9) 
Total Republic 
921.7 43.8 
(10) 
45.3 
(11) 
2 . 2  
183.0 
79.2 
21.5 
27.9 
176.4 
745.4 
17.0 
70.2 
12.1 
33.2 
1.2 
3.1 
Urban 
108.0 23.5 409.2 46.1 17.8 2 .0  
71.2 
36.8 
22.5 
25.8 
82 .2  
327.0 
20.3 
67.8 
5.3 
12.6 
1.3 
2 . 6  
154.3 22.9 
Rural 
512.6 42.2 27.5 2.3 
111.9 
42.4 
20.9 
30.1 
94.2 
418.4 
14.8 
72.1 
6 . 8  
20.7 
1.1 
3.6 
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Protein-calorie deficiency is the most serious nutritional problem, 
particularly among children 0-5 years of age. The average daily calorie 
intake (1,634 calories] and protein intake (46 grams) are, respectively, 
only 76 and 82 percent of that recommended by the Secretariat of Health. 
The recommended average levels are 2,319 calories and 60 grains of protein. 
For families with DR$50/month or less, daily per capita consumption of 
calories and proteins were estimated at 1,424 calories and 28 grains of 
protein. Other significant dietary deficiencies include vitamin A, 
riboflavin, vitamin Bj2/ vitamin E, copper, zinc, and magnesium. Gener­
ally, more serious nutritional problems exist in the rural areas than in 
the urban areas, especially in the northwestern region. Calorie and 
protein consumption in rural areas are only 71 percent and 73 percent, 
respectively, of minimum requirements. 
Thus, the distribution of income in the Dominican Republic appears 
to be highly unequal both with respect to size distribution of income and 
urban-rural distribution. This unequal distribution of income manifests 
itself in undernourishment of the population, particularly in rural areas. 
It would appear that future policies and programs should emphasize employ­
ment and income distribution in addition to economic growth if significant 
increases in the standards of living of the poor are to result. 
The Secretariat of State for Agriculture recently prepared projec­
tions of supply requirements for 19 staples over the 1976 to 1986 period 
(53). The annual growth rates of these projections were above 5.5 percent 
for corn (9.2 percent), tomatoes (6.7 percent), peanuts (5.9 percent), 
milk (6.8 percent), chicken (7.7 percent), and pork (7.1 percent); and 
below 5.5 percent for rice C5.2 percent), beans (4.8 percent), plantains 
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(3.9 percent), beef (5.3 percent), and nine other products. Overall, the 
SEA'S projections seem to imply a target rate of growth of food output in 
real terms of about 5.5 percent compounded annually. This would be more 
than two and a half percent above the historical growth rate of food out­
put (basic food crops and livestock), but would be only one percent above 
the food output growth rate of 1957-74. 
If food output were to grow as recommended by the SEA and provided 
that additional food products were not exported, the daily per-capita 
availability of calories would increase from an estimated 1,906 calories 
in 1973 to 2,370 calories in 1986, and the per-capita availability of 
protein would increase from an estimated 44 grams in 1973 to 62 grams in 
1986. By 19 86, the average diet would exceed the recommended daily mini­
mum standards of 2,319 calories and 60 grams of protein. These projec­
tions allow for population growth of 3.0 percent compounded annually and 
allow for some reductions in food imports. 
However, more food is only one of the "essentials" for reducing 
malnourishment; income is another essential. If total population were 
to grow at 3.0 percent compounded annually and using a figure of 0.7 as 
the average income elasticity of demand for food, then annual increases 
in real per capita income need to average about 3.6 percent over the 
next ten years to achieve the recommended nutritional improvements for 
1986. This would imply a minimal target rate of growth of GDP of about 
6.6 percent. However, if most of the increases in income were concen­
trated within narrow economic sectors and Engel effects were magnified, 
all of the "required" food could not be purchased and the lower income 
strata would fail to achieve the recommended diet, even though the 
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targeted growth rate of GDP were achieved. Alternatively, if per capita 
income grew by more than 3.6 percent and the assumptions about the income 
elasticity of demand and population growth held, then food supplies would 
have to grow at more than 5.5 percent annually to avoid inflation and/or 
increased food imports. 
The magnitude of the SEA's estimates of nutritional deficits suggests 
a need for prograins of broadly based economic growth and social progress. 
The overall growth prospects of the Dominican economy and employment are 
analyzed in Chapter III. Rice, beans, plantains, cassava, sweet potatoes, 
meat, and milk are the basis of the Dominican diet. These foods are 
produced by small farm families for both home consumption and sale in the 
marketplace. If agricultural programs were to emphasize development in 
the small farm subsector, increases in output could directly contribute 
to raise employment, rural incomes, and nutritional levels of many of the 
poorest Dominicans as well as to provide food for the urban poor. 
G. Government Expenditures and Finance 
The Dominican public sector includes the Central Government, munici­
pal governments, decentralized agencies, and government enterprises. The 
government is directly involved in industry, in commerce, and in agricul­
ture largely as a heritage of the Trujillo era. The State Sugar Council 
(CEA) is the country's largest enterprise. Almost 35 enterprises are run 
by the State Enterprise Corporation (CORDE) which is capitalized at around 
DR$60 million. In addition, the government has developed a number of 
farms specializing in the production of food crops. 
The consolidated expenditures of the public sector amounted to 
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current DR$1,004.2 million in 1975, equivalent to 28 percent of total GDP. 
In recent years, Central Government expenditures have been between 60 and 
70 percent of the consolidated government totals (Table 12). Expenditures 
on social services have amounted to about one-fourth of total public 
expenditures; economic services account for more than half of total 
expenditures, and the remainder has been for administrative services 
(Table 13). The largest expenditure category was for price controls, 
mainly in food. 
During 1966-75, total public investment amounted to DR$1,708.8 
million. The construction of basic infrastructure — including dams, 
public buildings, roads, irrigation systems, and housing projects — has 
substantially increased the government participation in practically all 
areas of the economy. Almost 40 percent of public investment was in 
industry, mining, power, and public works. Education, health, and housing 
accounted for 4.1, 6.3, and 10.0 percent of total investment, respectively 
(Table 14). Public investment in agriculture and irrigation more than 
doubled in 1974 and 1975, reflecting the government's recent increased 
interest in promoting agricultural output and rural welfare. Agriculture 
and irrigation accounted for 20 percent of total public sector investment 
in 1966-75. The total investment figure for 1975 includes DR$50.4 million 
in sugar refining improvements. Because the bulk of investment has been 
concentrated in large scale projects with long gestation periods and 
requiring capital intensive production techniques, relatively few jobs 
have been created either directly during construction or indirectly after 
completion. This trend may now be changing as the government has begun 
to focus increased attention on the problems of rural poverty. 
Table 12. Consolidated government finances, 1965-75^ 
1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 
(millions of DR$) 
A. Revenues - Total 210 227 258 270 313 401 504 585 806 1255 
Central Government 162 174 189 214 242 276 315 360 474 652 
Decentralized agencies 21 23 23 21 30 67 93 117 252 322 
Net enterprise revenue 9 7 22 11 17 27 62 74 44 240 
Social insurance revenue 9 13 12 13 13 18 20 20 23 26 
Local government revenue 10 11 11 11 10 13 13 14 14 14 
B. Expenditures - Total 241 252 274 311 351 403 460 541 788 1004 
Central Government^ 198 198 208 253 265 305 324 378 490 653 
Decentralized agencies 21 28 31 27 40 55 67 95 211 218 
Net enterprise cap. exp. 3 5 14 26 22 13 37 35 48 93 
Social insurance exp. 8 10 11 12 13 17 19 20 22 25 
Local government exp. 11 12 11 11 11 13 13 13 17 16 
C. Surplus (+) or Deficit (-•) -30 -25 -17 -41 -37 -2 +44 +45 +17 +251 
D. Financing the Deficit NA° NA NA NA NA NA -44 —45 -17 -251 
Domestic resources (net) -63 —68 -76 -291 
Foreign borrowing (net) 19 23 59 40 
^Source: (47). 
^Excludes amortization payments. 
"^ot available. 
Table 13. Functional classification of consolidated public sector accounts, 1973-75^ 
1973 1974 1975 
Current Capital Total Current Capital Total Current Capital Total 
(millions of DR$) 
Total Expenditures 329.5 211.0 540.5 509.9 278.5 788,4 526.0 478.2 1004.2 
Social Services 110.4 51.0 161.4 132.0 60.7 192.7 154.1 82.8 236.9 
Education 46.0 13.1 59.1 51.4 12.3 63.7 60.5 10.4 70.9 
Health 57.9 1.9 59.8 71.7 2.9 74.6 80.5 5.4 85.9 
Housing 1.9 22.4 24.3 4.2 30.7 34.9 5.3 45.2 50.5 
Sewage & potable water 2.0 13.1 15.1 15.1 14.1 16.0 5.4 20.9 26.3 
Other 2.6 0.5 3.1 2.8 0.7 3.5 2.4 0.9 3.3 
Economic Services 98.0 153.2 251.2 234.7 205.7 440.4 225.6 323.6 549.2 
Agri culture 12.9 26.9 39.8 17.4 33.9 51.3 17.3 32.8 50.1 
Irrigation 3.8 15.4 19.2 3.8 47.9 51.7 3.6 50.4 54.0 
Industry and mining 2.9 4.6 7.5 19.2 5.7 24.3 2.9 8.2 11.1 
Transport and comm. 13.5 29.0 42.5 14.7 29.1 43.8 16.6 36.5 53.1 
Urbanism 0.7 38.3 39.0 0.9 32.1 33.0 0.9 35.8 36.7 
Energy 1 0.3 25.5 25.8 0.6 42.7 43.3 0.5 68.8 69.3 
Sugar 8.2 8.2 0.1 15.1 15.2 50.4 50.4 
Banking 15.4 3.0 18.4 21.5 -7.2 14.3 27.2 26.4 53.6 
Price control 48.5 2.1 50.6 156.4 4.3 160.7 152.4 1.4 153.8 
Other — 0.2 0.2 0.1 2.7 2.8 4.2 12.9 17.1 
General Services 121.1 6.8 127.9 143.2 12.1 155.3 146.3 71.8 218.1 
General administration 33.2 4.0 37.2 38.1 4.0 42.1 35.3 9.0 26.5 
Justice and police 20.6 0.4 21.0 26.0 2.1 28.1 26.1 1.3 27.2 
Defense 33.9 1.2 35.1 44.5 3.6 48.1 50.5 4.6 55.1 
local government 22.2 1.1 23.3 24.3 2.1 26.4 24.1 2.4 26.4 
Other 11.2 0.1 11.3 10.3 0.3 10.6 10.4 72.5 82.9 
Source : (47). 
Table 14. Public investment by sector, 1966^75^ 
Year 
Total 
public 
sector^ 
Industry 
mining 
and power 
Public 
works c 
Agriculture 
and 
irrigation Education Health^ Housing Other 
(millions of 1 DR$) 
1966 45.8 6.3 16.0 11.8 2.6 1.8 2.7 4.6 
1967 63.1 9.4 13.0 14.4 1.1 2.3 8.9 14.0 
1968 74.7 9.7 15.7 15.4 2.6 3.3 6.5 21.5 
1969 106.0 16.5 20.7 16.1 5.1 9.4 9.1 29.1 
1970 126.6 25.8 31.0 17.7 7.5 11.0 10.4 23.2 
1971 136.4 30.3 51.0 18.6 8.9 2.9 18.2 6.5 
1972 188.5 29.2 67.5 28.7 6.1 18.5 17.5 22.6 
1973 211.0 30.1 67.3 42.3 13.1 15.0 22.4 20.8 
1974 278.5 48.4 61.2 81-8 12.3 17.0 30.7 27.1 
1975 478.2 77.0 72.3 83.2 10.4 26.3 45.2 163.8 
Total 
Percent 
1,708.8 
100.0 
282.7 
16.6 
415.7 
24.2 
330.0 
19.2 
69.7 
4.1 
107.5 
6.3 
171.6 
10.0 
332.2 
19.5 
^Source; (60). 
^Public sector includes central and municipal governments and autonomous agencies. 
^Includes transportation, communication, urbanization projects. 
"^Includes water and sewage projects. 
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The government finances its expenditures through tax receipts, net 
enterprise revenues, grants, and borrowing. The Central Government's 
total revenue in 1975, including profit transfers and net borrowing, 
amounted to DR$646.2 million, equivalent to nearly 18 percent of GDP. 
Taxes accounted for 92 percent of total revenue (Table 15). International 
trade taxes are especially important, accounting for almost half of the 
total tax receipts. Iitçort duties fell from 30 percent of total import 
value in 1966-69 to 18 percent of import value during 1974-75, mainly as 
a result of tax exonerations under industrial incentive laws. The average 
tax rate on exports gradually increased from three percent of export value 
in 1967 to around 15 percent of export value in 1975. Sugar escorts 
provided practically all of the export tax receipts. Recently, the 
government began to tax exports of coffee and cocoa. Income taxes, which 
account for almost 21 percent of total taxes, amounted to DR$126.9 
million in 1975 (Table 16). Overall, tax revenues have expanded at a 
slower pace than GDP. The World Bank has proposed that the elasticity of 
taxes with respect to GDP be increased by increasing income taxes and 
further reducing the relative importance of inqport duties (65) . 
H. Summary 
Since 1966, the Dominican Republic's real gross domestic product has 
increased by more than 8.5 percent per year, one of the highest rates in 
the world. This has meant that per capita income more than doubled 
during 1967-76. The relative importance of agriculture has declined 
dramatically because growth has been biased toward the urban sectors. 
The industrial incentive system, which combines low cost credit, low 
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Table 15. Total revenue of the Central Government, 1966-76* 
Otherb 
Net borrowing Total Taxes as % 
Year Taxes External Domestic Total revenue of revenue 
(millions of DR$) 
1966 148.2 28.0 24.3 24.3 200.5 73.9 
1967 156.6 18.5 19.0 5.0 24.0 199.1 78.6 
1968 173.7 15.7 10.7 5.5 16.2 205.6 84.5 
1969 198.4 18.2 10.5 7,2 17.7 234.3 84.7 
1970 224.0 18.2 13.5 13.6 27.1 269.3 83.2 
1971 254.5 21.5 14.3 8.4 32.7 308.7 82.4 
1972 285.5 29.8 6.1 11.0 17.1 332.4 85.9 
1973 327.5 32.8 14.9 11.0 25.9 386.2 84.8 
1974 434.7 39.6 0.7 23.0 23.7 498.0 87.3 
1975 591.9 60.5 1.8 -8.0 -6.2 646.2 91.6 
1976° 538.1 45.8 -0.3 -0.7 -1.0 582.9 92.3 
^Source : (60). 
^Includes profit transfers, lottery, grants, other ordinary income. 
^Preliminary. 
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Table 16. Central Government tax receipts, 1966-76' 
Year 
Total 
taxes 
Income 
taxes 
Import 
taxes 
Export 
taxes 
Excise, sales 
service taxes 
Other 
taxesb 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
148.2 
156.6 
173.7 
198.4 
224.0 
254.5 
285.5 
327.5 
434.7 
591.9 
538.1 
24.6 
29.8 
29.7 
36.0 
45.6 
53.1 
62.4 
72.9 
99.6 
126.9 
123.8 
(millions of DR$) 
72.2 
70.3 
77.5 
89.2 
97.9 
111.3 
118.6 
133.7 
165.3 
178.9 
186.7 
2 . 8  
6 . 2  
9.5 
9.2 
9.0 
12.7 
19.7 
30.4 
64.8 
153.5 
62.4 
33.0 
31.8 
36.0 
41.3 
48.2 
52.8 
57.6 
58.6 
70.2 
94.9 
118.4 
15.6 
18.5 
21.0 
21.7 
23.3 
24.7 
27.2 
31.9 
34.8 
37.7 
47.1 
^Source : (60). 
^Includes direct and indirect sources. 
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import duties, access to "undervalued" exchange, and tax deductions, not 
only favors industry over agriculture, but more importantly provides a 
strong incentive for the introduction of capital intensive production 
methods. Also, firms are encouraged to process imported inputs instead 
of transforming domestic raw materials. Thus, needed employment oppor­
tunities do not materialize, even though growth occurs. 
Serious problems of unemployment and low levels of living are preva­
lent for the majority of Dominicans. Poverty is especially serious in 
the rural areas. There is great need to develop an equity-oriented 
package of public policies and investments. Moreover, new policies and 
programs should be designed for both the urban and rural sectors. 
Several aspects of agriculture's role in the Dominican Republic 
warrant special consideration. Although the long term growth rate of 
agricultural output probably cannot exceed that of the leading urban 
sectors, increased emphasis on raising agricultural output, now, is 
important because of the sector's relatively large size. That is, agri­
culture has a substantial weight in total output and a small change in 
the agricultural growth rate affects total GDP, significantly. Moreover, 
the sector must make a greatly expanded contribution in providing food 
to meet nutritional objectives. 
Agriculture has an enormous influence on the balance of payments. 
It consistently provides more than 80 percent of the total eiqport value. 
In the future, agriculture can make additional contributions to balance 
of payments objectives by producing a number of foods that are imported. 
Total food imports amounted to DR$133.7 million in 1974, and food 
inports have been increasing since then. Wheat imports account for 
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around DR$40.0 million (Table 17). There is little that the Dominican 
Republic can do to reduce wheat imports since climatic conditions do not 
permit growing wheat. However, the country produces rice, beans, com 
and oil products. Increased annual output of these products could lead 
to reduced imports. 
The agricultural sector is the most important source of employment 
in the Dominican Republic. The higher the rate of increase in capital 
per worker in the urban sectors the greater will be the pressure on 
agriculture to provide more jobs. The sugar subsector has been fairly 
successful in providing employment at relatively low capital cost per 
worker. But, eventually, productivity per worker must increase to provide 
for a rising standard of living. If the ability of the sector to provide 
employment and better standards of living is constrained, attention must 
be given to rural non agri cult viral employment. 
Table 17. Value and composition of food imports, 1967-75' 
Total 
imports of Food 
Year commodities imports Percent 
Red 
Wheat Rice beans Corn Oils Tobacco Other 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
171.3 
200.8 
221.9 
295.0 
340.1 
382.0 
448.5 
796.4 
NA 
31.5 
44.8 
38.5 
44.3 
53.6 
59.2 
74.2 
133.7 
NA 
18.4 
22.3 
17.4 
15.0 
15.8 
15.5 
16.6 
16,8 
NA 
(millions of DR$) 
5.9 
7.4 
6 . 2  
3.7 
8 . 2  
10.0 
15.4 
21.8 
40.3 
2 . 8  
2 . 2  
14.6 
40.4 
19.2 
0.7 
0.9 
1.4 
1.1 
2.4 
1.5 
6 . 2  
1.4 
7.4 
0.3 
0 . 2  
0 . 6  
1.1 
1.7 
7.0 
9.8 
9.1 
NA 
NA 
NA 
4.4 
5.6 
10.0 
11.1 
24.9 
21.1 
2 . 0  
1.8 
3.0 
1.8 
2 . 8  
1 .6  
2.1 
9.2 
NA 
22 .6  
31.7 
27.9 
32.7 
33.5 
32.2 
17.8 
26 .2  
NA 
^Source; (6). 
^Not available. 
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III. ECONOMIC GROWTH, POPULATION, AND EMPLOYMENT; PROSPECTS TO 1990 
Economic growth, and planning are essential if the Dominican Republic 
is to realize its nutritional objectives, raise employment levels, and 
generally provide for improvements in the living standards of a majority 
of its population. In short term decision making and planning, economic 
and social relationships sometimes seem fixed or without room for real 
choices. A longer term approach may offer greater margins of choice to 
decision makers and can help focus attention on the preconditions for pro­
grams of basic institutional changes (.35) . These special advantages of 
longer term analysis have relevance for initiating agricultural and rural 
development planning in the Dominican Republic. This chapter analyzes the 
structure of the economy and develops medium term (1976-90) growth projec­
tions. It also concerns population, growth of the labor force, and 
employment. 
A. Projection Framework 
A quantitative framework for developing medium term projections is 
summarized in Table 18 and a list of variables is presented in Table 19. 
The projection framework includes 33 equations and 42 variables. Equa­
tions [1] to [13] constitute a Keynesian macroeconomic system based on 
national income accounts concepts. Equation [14] explains the origin of 
income. Total gross domestic product (GDP) is expressed as the sum of 
outputs in eight sectors. Sectoral outputs (GDP^) can be related to total 
output by sectoral elasticities (e^) as follows (12): 
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Table 18. Projection framework 
[1] GDP = C + I + STX + Ë-M 
[2] GDY = GDP + TT 
[3] PY = GDY - TD - TI 
[4] C = CP + CG 
[5] I = CTN + IMCH 
[6] CTN = GCTN + CTNP 
[7] CP = fj^(PY) 
[8] TD = fgCGDY) 
19] TI = f 2 (GDY) 
[10] M = fjCC,!) 
[11] GCTN = fgCGCTN-i, GDY,CG) 
[12] CTNP = fg(CTNP-2 ,Ë,TT) 
[13] IMCH = f^(CTNP) 
[14] GDP = Z GDPi; i=l,...,8 
[15-21] GDPi = gi(GDP,ei); 1=1,...,7 
[22] N = fg(Pop) 
[23] L = E Li; i=l,...,8 
[24-31] Li = hi(GDP^, X^); 1=1,...,8 
[32] = N~L 
[33] Pop = fg(t,pQ,FP) 
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Table 19. List of variables 
Endogenous variables 
GDP = gross domestic product 
GDY = gross domestic income 
PY = disposable income 
TD = direct taxes 
TI = indirect taxes 
C = total consumption 
CP = private consumption 
I = gross domestic investment 
CTN = total construction investment 
CTNP = private construction investment 
IMCH = investment in machinery and equipment 
M = imports GNFS 
GDP^ = gross domestic product in sector i 
N = total labor force 
L = total employment 
= employment in sector i 
Ly = total unemployment 
Pop = total population 
Exogenous and lagged jointly dependent variables 
STX = change in inventories 
E = exports GNFS 
TT = terms of trade effect 
CG = public consumption 
GCTN-i = = lagged public construction 
CTNP-i : = lagged private construction 
K-1 = lagged total industrial capital stock 
FP = family planning variable 
t = time trend 
Parameters 
ei = elasticity of output in sector i with respect to GDP 
Ai = rate of growth of productivity in sector i 
Po = total population in base year 
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GDPit = 
where: A-^ = a constant 
ei = elasticity of output of sector i with respect to GDP 
The total labor force (N) is expressed as a function of population in 
Equation [22]. Equation 123] e:^resses total employment (L) as the sum of 
employment in eight sectors. Sectoral employment (L^) can be related to 
sectoral output as follows. 
GDPit t 
where; = rate of growth of productivity in sector i 
Finally, Equation [33] expresses population (Pop) as a function of 
time (t) and a family planning variable CFP). 
It is not possible to derive a general solution to the entire system 
of equations as a linear set because some of the equations on the supply 
side take nonlinear form. Nevertheless, projections of sectoral variables 
can be developed by changing the pattern of exogenous variables. For 
example, a reduced form may be estimated using Equations [1] to [13] since 
they form a just identified subsystem. By assuming that the economic 
structure implied by Equations II] to [13] remains unchanged, the reduced 
form equations can be used to develop alternative projection sets for GDP 
and other demand aggregates. The estimates of GDP and sectoral elastici­
ties can then be fed into the supply side equations to develop sectoral 
projections of output and employment. Thus, GDP is an endogenous variable 
in Equations [1] to [13], but is an exogenous variable in Equations [14] 
to 133]. 
52 
B. Macroeconomic Relationships 
A keynesian demand system consisting of twelve structural equations, 
including seven behavioral equations and five accounting identities, is 
developed in this section. These relationships provide insight about the 
structure of the Dominican economy and serve in the development of pro­
jections for analyzing economic growth and employment issues. The 
behavioral equations in Table 20 are reported with calculated t statistics 
in parentheses below the estimated coefficients and the value of the 
multiple correlation coefficient (R^i on the right hand side of each 
equation.^ Predetermined variables have a line over their symbols. 
Equation one explains private consumption (CP) as a function of dis­
posable income (PY) and gives an estimate of the marginal propensity to 
9 
consume equal to 0.90. Equation two in Table 20 shows that about 4.2 
^In any single equation of a system of equations a dependence may be 
set up between the disturbance term and at least one of the explanatory 
variables in that equation. This arises as a consequence of the simulta­
neous nature of economic relationships. Correlation between an explana­
tory variable and the disturbance makes the ordinary least squares estima­
tion method inconsistent. To correct for simultaneous equation bias, two 
stage least squares is used to estimate the behavioral equations. In us­
ing two stage least squares it is assxinied that the disturbance terms have 
zero means, constant common variances, and are serially uncorrelated (29). 
alternative specification for the private consumption equation 
which included lagged private consumption expenditures as an independent 
variable in addition to disposable income was estimated, also. This for­
mulation implies that past consumption affects present consumption, a 
formulation of the consumption function implied by the Friedman "permanent 
income" hypothesis (15). Although the overall explanatory power of the 
regression increased slightly by including lagged consumption expenditures 
(R2 = .985 in Equation one versus R2 = .987 in the alternative specifica­
tion) the coefficient for the lagged consumption variable was not of sig­
nificance. Moreover, when included in the conplete system the alternative 
equation did not predict private consunption well; in some years private 
consumption was predicted to be greater than disposable income. 
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Table 20. Structural equations for the macroeconomic system® 
7. 
Behavioral equations 
CP = -26.260 + 0.9073PY 
(-1.290) (37.120)*** 
TD = 0.0423GDY 
(12.982)*** 
TI = 0.1118GDY 
C13.5971*** 
M = -21.82 + 0.1947C + 0.45761 
0-1.941)" (8.199)*** (5.982) *** 
* *  
CTNP = -18.15 + 0.5179CTNP-1 + 0.0879K.-1 
(-2.743)** (3.421)*** (2.183) 
+ 0.0921E + 0.3006TT 
(2.137)** (3.007)*** 
GCTN = 7.156 + 0.6424GCTN-1 + 0.05102GDY - 0.3238CG 
(1.042) (4.793)*** (4.482)*** (-3.707)*** 
IMCH = -5.769 + 0.6951CÏN 
(-1.315) (16.510)*** 
= 
.9852 
R2 = .9730 
= 
R^ = 
.8937 
.9741 
R2 = .9272 
= .9437 
r2 = .9329 
Identities 
8. GDY = C + I + STX + E - M + TT 
9. PY = GDY - TI - TD 
10. C = CP + CG 
11. I = CTN + IMCH 
12. CTN = CTNP + GCTN 
^Two stage least squares was used to estimate the parameters of the 
structural equations. The computed r2 statistics for the structural 
equations are based on estimated values of the jointly determined 
regressands obtained from first stage regressions (49). 
***t significant at .01 level, **t significant at .05 level, *t sig­
nificant at .10 level. 
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percent of an increase in gross domestic income (GDY) goes for payment of 
direct ta^es (TD) . Similarly, equation three shovjs that 11.2 percent of 
an increase in GDY goes for payment of indirect taxes (TI). The rela­
tively low overall significance of the regression for the indirect tax 
equation (r2 = .894) reflects the changing relative and absolute 
importance of imports, exports, and general consumption expenditures as 
sources of tax revenues. Alternative indirect tax equations were esti­
mated using values of the latter variables as independent variables, but 
using GDY, a more general variable resulted in the highest overall sig­
nificance of the regression. 
A highly significant import function (R^ = .974) was obtained by 
regressing total imports CM) on total consumption CC) and total gross 
investment (I). The import equation shows that 19.5 percent of additional 
consumption and about 46 percent of additional investment are imported. 
The relatively high iirport content of investment is caused by the limited 
domestic production of capital and other investment goods. The high 
dependence on imports which domestic investment entails illustrates the 
conflict which, exists between growth induced by investment, on the one 
hand, and balance of payments equilibrium on the other. 
Equations five and six explain private construction investment (CTNP) 
and public construction (GCTN), respectively. Both equations five and six 
have been specified to emphasize the long gestation periods in construc­
tion projects since each, of these equations includes lagged construction 
investment as an explanatory variable. The private construction invest­
ment equation has been specified to include industrial capital stock (K), 
exports (E), and the terms-of-trade effect (TT), besides lagged 
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construction, as independent variables. Export receipts and changes in 
the terms-of-trade are dynamic variables in the economy, and their inclu­
sion in the investment equation emphasizes the role of the foreign sector 
in generating new funds for general investment purposes, either directly 
or indirectly. 
Equation six for public construction investment includes current GDY 
as a general explanatory variable. Alternative regressions were developed 
with gross sugar sales and lagged GDY as explanatory variables instead of 
GDY. Gross sugar sales provide a substantial portion of total public sec­
tor revenues. However, substituting these latter variables for current 
GDY in equation six reduced the overall significance of the regression. 
Government consumption expenditures (CG) have an e^^Jected negative sign 
in equation six. This emphasizes the competitive nature of resource 
allocations between investment and consumption in the public sector. 
Total investment in machinery and equipment (IMCH) is expressed as a 
function of total construction investment in equation seven. Heavy 
machinery is needed prior to and during construction projects. Further­
more, as construction projects are completed, additional investments are 
needed to equip the newly built facilities. Thus, equation seven empha­
sizes that investments in capital goods are coirplementary to construction 
activities. 
The remaining equations are definitional. Equation eight is the 
familiar national income accounts identity, adjusted for the terms-of-
trade effect. Equation nine defines disposable income (PY) as equal to 
GDY less taxes. The next relation defines total consumption (C) as the 
sum of private and public components. Equations eleven and twelve concern 
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investment. Total investment (I) is the sum of investment in construc­
tion, machinery, and equipment in equation eleven. Total construction 
(CTM) is the sum of private and public components in equation twelve. 
C. Expenditure Multipliers 
The structural equations of an econometric system can be expressed 
in matrix form as follows: 
Byt + rx^ = Ut 
where B is a matrix of coefficients of current endogenous variables, F is 
a matrix of coefficients of predetermined variables, and y^, x^, and u^ 
are column vectors of current endogenous variables, predetermined vari­
ables, and disturbances, respectively. If the matrix B is nonsingular, 
the endogenous variables of the system of equations can be expressed in 
terms of predetermined variables only, as follows; 
Yt = n xt + vt 
where: tt = -B~^r 
V = B~^U 
IT is the matrix of reduced form coefficients and v^ is a column vector of 
reduced form disturbances. The ir matrix is called the matrix of impact 
multipliers. The elements of TT indicate the magnitudes of the direct and 
indirect influences of the predetermined variables upon the current 
endogenous variables. Each reduced form coefficient measures the change 
in the endogenous variable that results from a unit change in the prede­
termined variable with other predetermined variables held constant. The 
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reduced form matrix reveals the relative influence of the predetermined 
variables on the endogenous variables. 
The estimated reduced form of the macroeconomic system is given in 
Table 21.^ The system is especially sensitive to changes in the e^gort 
sector; the impact multipliers of exports and the terms-of-trade effect 
on GDY are equal to 3.2 and 3.8, respectively. This indicates that a one 
unit change in exports leads to a 3.2 unit change in GDY and a one unit 
change in the terms-of-trade effect leads to a 3.8 unit change in GDY. 
ihe elasticity of GDY with respect to exports is defined as: 
_ 6GDY Ë 
®E = X 
^The predictive ability of the system of equations over the sample 
period (1950-73) was tested by computing the values of the endogenous 
variables based on observed values of the predetermined variables and then 
comparing these estimated values with actual values of the endogenous 
variables. The Theil inequality coefficient was used for comparison pur­
poses. This coefficient is defined as (55) : 
where: = predicted value of the variable for observation i 
= actual value of the variable for observation i 
The coefficient Z can take values between zero and one. If Z = 0, then 
P = A for all observations and the forecasts are perfect. On the other 
hand, if Z = 1, the equation used to estimate the P^ has no predictive 
ability. Values of Z for various endogenous variables are reported in 
Table A.l. The system, as a whole, predicted the values of the endogenous 
variables reasonably well. 
Table 21. Impact multiplier matrix derived from the macroeconomic system 
Endogenous 
variables 
Exogenous and predetermined variables 
STX E TT CG CTNP- K-1 GCTN-I Constant 
CP 
TD 
TI 
M 
CTNP 
GCTN 
IMCH 
GDY 
PY 
C 
I 
CTN 
2.2906 
0.1263 
0.3337 
0.5641 
0 . 0  
0.1522 
0,1058 
2.9846 
2.5247 
2.2906 
0.2580 
0.1522 
2.4846 
0.1369 
0.3619 
0.6833 
0.0921 
0.1651 
0.1788 
3.2373 
2.7385 
2.4846 
0.4360 
0.2572 
2.9237 
0.1611 
0.4259 
0.9531 
0.3006 
0.1943 
0.3440 
3.8095 
3.2224 
2.9237 
0.8389 
0.4949 
1.1627 
0.0641 
0.1694 
0.2299 
0 . 0  
-0.2465 
-0.1714 
1.5150 
1.2815 
2.1627 
-0.4179 
-0.2465 
1.0907 
0.0610 
0.1589 
0.6703 
0.5179 
0.0725 
0.4104 
1.4212 
1.2022 
1.0907 
1.0008 
0.5904 
0,1851 
0.0102 
0,0270 
0.1138 
0,0879 
0,0123 
0,0697 
0,2412 
0.2040 
0,1851 
0,1699 
0,1002 
1,3529 
0.0746 
0.1971 
0.8314 
0 . 0  
0.7323 
0.5090 
1.7628 
1.4912 
1,3529 
1.2413 
0,7323 
-38.225 
-2.107 
—5.568 
-23.491 
-18.150 
-2,540 
-14.382 
-49,805 
-42.130 
-38,225 
-35,072 
-20.690 
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This elasticity measures the percentage change in GDY resulting from a one 
percent change in exports. Since the multiplier for exports is the par­
tial derivative of GDY with respect to exports (6 GDY/Ô E), and since 
ej^rts have accounted for about 18 percent of GDY in recent years, the 
value of the elasticity of GDY with respect to exports is estimated to be 
. 0.6. That is, a one percent increase in exports results in slightly more 
than one-half a percent increase in GDY. 
Lagged public construction investment (GCTN-^) has an important 
influence on current GDY, also. Its multiplier with respect to GDY is 
almost 1.8. It is interesting to note the influence of public consumption 
expenditures (CGl on GDY and on total investment. But, CG has a negative 
impact on investment; a one-unit increase in public consumption expendi-
tures reduces total investment by 0.4 units. 
In summary, the Dominican econoity is highly sensitive to what happens 
to exports. Changes in prices and volume of export oonmodities affect 
foreign exchange earnings which are used to import capital goods, indus­
trial raw materials, and certain consumption goods, such as automobiles 
and wheat, v^iich. are not produced domestically. Exports will continue to 
have a major role in. growth of the economy, unless there are unforeseen 
fundamental changes in the structure of production and in consumption 
patterns. 
The Dominican economy is sensitive to fiscal policy. Public invest­
ment has emphasized the development of infrastructure. If the government 
were to emphasize consumption expenditures instead, the overall sacrifice 
in terms of GDP growth would be relatively small. Moreover, greater 
exnphasis on public consumption at the expense of investment would 
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alleviate balance of payments pressures, somewhat, since the impact 
multiplier effect on imports per unit of public consumption expenditures 
is only one-third that of investments in construction. Government con­
sumption expenditures could be oriented toward maintaining capital struc­
tures, and this would contribute to employment and income distribution 
objectives. 
D. Growth Prospects to 1980, 1985, and 1990 
In this section, projections of the exogenous variables and related 
impact multipliers are used to develop projections of GDP and other 
endogenous variables during 1976-90. Because the predictive power of the 
system depends upon the constancy of the system's parameters, future 
structural change in the economy could invalidate the projections. More­
over, to the extent structural changes occur they may have an increasing 
impact on the development of the economy. Therefore, projections to 1980 
are more likely to hold than projections for 1981-90. Also, it is 
impossible to know with certainty the future behavior of the exogenous 
variables. For this reason, alternative projections of the exogenous 
variables were developed to explore a range of developmental possibilities 
(Table 22) . 
1. Projections of the exogenous variables 
Three alternative sets of export projections were developed. The 
medium export projections are based on the assumption that the real value 
of exports will grow at the average historical (1950-74) growth rate of 
5.5 percent, compounded annually. If the annual growth rate of exports 
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Table 22. Projections of exogenous variables, 1976-90 
STX CG CG K E E E TT^ 
Year^ Clow) (High) How) (medium) (high) (medium) 
1976 16 147 153 510 399 413 421 4 
1977 17 152 161 534 412 436 448 6 
1978 18 158 170 560 427 459 477 9 
1979 19 164 180 587 442 484 507 11 
1980 20 169 190 615 457 510 540 15 
1981 21 175 201 645 473 538 574 18 
1982 22 182 212 676 490 517 611 21 
1983 24 188 224 708 507 597 650 26 
1984 25 195 236 742 525 629 692 31 
1985 27 202 249 778 543 663 736 36 
1986 29 210 264 815 562 700 783 43 
1987 31 217 279 854 582 737 833 50 
1988 33 225 294 895 603 777 887 57 
1989 35 233 311 938 624 819 943 64 
1990 37 242 320 983 645 863 1,004 72 
Average 
6.0 3.6 5.6 4.8 3.5 5.4 6.4 
rate of 
growth 
^1973-75 used as base year for projections. 
^Alternative assumption is TT = 0 during 1976-90. 
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were to be 6.4 percent, total exports would exceed DR$1.0 billion by 1990. 
This "high" projection reflects optimistic assumptions about the Dominican 
Republic's ability to expand its production of traditional agricultural 
exports by raising productivity and increasing competitiveness. It also 
reflects optimistic expectations about tourism, mining, and the develop­
ment of light labor intensive manufactures for export. The low export 
projections can be considered as extremely pessimistic. They reflect the 
assumption that ei^orts will grow at only 3.5 percent per year during 
1976-90, about 2 percentage points below the historical rate of growth of 
exports. 
Two alternative assumptions about changes in the terms-of-trade 
effect are considered. One assumption is that changes in the terms-of-
trade would have no effect on GDP during 1976-1990. This could be the 
case if changes in export prices paralleled changes in the prices of goods 
that are imported by the Dominican Republic. A second assuirption is that 
the terms-of-trade effect would be small during the remainder of the 1970s 
and improve gradually throughout the 1980s. Thus, in the last column of 
Table 22 the terms-of-trade effect is projected to be only DR$4.0 million 
in 1976 and about DR$72 million by 1990. These projected values of the 
terms-of-trade effect are substantially below those of recent years. In 
1974 and 1975, the terms-of-trade effect amounted to more than DR$100 
million. 
Also, two projection sets for government consumption expenditures 
were developed; the low projections are based on continued low growth in 
the provision of public services, and the high projections are based on 
the assumption that the government will place more emphasis on reducing 
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problems associated with poverty by increasing the rate of growth of 
expenditures on public services and by raising the salaries of civil 
servants. The industrial capital stock (including manufacturing and 
sugar refiningl is projected to grow at 4.8 percent per year, which is 
the rate of growth e3Ç)erienced in previous decades. 
2- Projections of the endogenous variables 
Table 23 contains three alternative projection sets for Gross 
Domestic Income and other endogenous variables. Projection Set I is 
based on the assumptions of low growth in public consumption expendi­
tures , medium growth of exports, and zero values for the terms-of-trade 
effect. Under these assumptions, GDY is projected to increase from 
DR$2,171 million in 1976 to DR$4,442 million in 1990, representing an 
average annual rate of growth of 5.5 percent. This is considerably below 
the rate of growth of GDY in recent years, largely because of the reduced 
expectations about sugar prices. Projection Set 11, which is based on 
low growth in escorts, resi?JLts in an overall projected growth rate for 
GDP of 4.4 percent annually during 1976-1990. Projection Set III is based 
on high, growth of exports, medium increases in the terms-of-trade effect, 
and hi^ growth in public consumption expenditures. High growth in 
experts and modest improvements in the terms-of-trade could cause GDY to 
grow at an average annual rate of 6.8 percent. Rapid growth is essential 
to achieving the recommended nutritional improvements outlined in Chapter 
II. All of the projection sets show increasing balance of payments 
deficits. Partly, these deficits could be alleviated by increased earn­
ings in the tourism sector. Also, raising the rate of growth of food 
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Table 23. Projections of Gross Domestic Income and components, 1976-90 
Year GDY CP CTNP GCTN IMCH M TD+TI 
(millions of 1962 DR$) 
Projection Set I^ 
1976 2,151 1,651 145 153 207 581 332 
1977 2,242 1,720 142 164 212 601 346 
1978 2,348 1,802 144 174 221 628 362 
1979 2,471 1,895 150 185 233 661 381 
1980 2,598 1,994 158 196 247 696 401 
1985 3,391 2,603 211 270 335 919 523 
1990 4,442 3,423 261 370 434 1,188 673 
Projection Set 11° 
1976 2,115 1,623 144 149 203 573 326 
1977 2,178 1,671 140 158 206 587 336 
1978 2,263 1,737 141 166 213 609 349 
1979 2,359 1,809 146 174 223 636 364 
1980 2,458 1,887 153 182 234 665 380 
1985 3,074 2,359 200 239 305 848 474 
1990 3,781 2 ,893 240 311 381 1,054 583 
Projection Set III^ 
1976 2,202 1,690 147 154 2.09 592 339 
1977 2,321 1,781 146 165 216 619 358 
1978 2,467 1,893 151 177 228 656 380 
1979 2,625 2,015 159 189 243 698 404 
1980 2,804 2,152 170 203 259 745 432 
1985 3,940 3,031 243 293 373 1,048 602 
1990 5,471 4,199 345 428 537 1,479 842 
^Assumes low CG, medium E, and TT = 0. 
^Assumes high CG, low E, and TT = 0. 
^Assumes high CG, high E, and medium TT. 
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output could contribute to reduced food imports. Generally, it is 
anticipated that the country will have to resort to selective control 
of imports and rely on inflows of foreign capital — as in the past — 
to achieve the projected growth rates. 
3. Sectoral oul^ut projections 
The implications for the principal producing sectors of the 
projected changes in GDY based on sectoral output elasticities are 
summarized in Tables 24 to 26. Sectoral elasticities of output with 
respect to GDY are available for the Dominican Repijblic in a recent 
1 
study by Applegate (2%. 
Table 24 presents projections of sectoral GDP for 1976-90 based 
on an overall rate of growth of GDP of 5.5 percent per year. 
Agriculture (including livestock, forestry, and fishing) , commerce, 
and other services are projected to grow at rates below that of 
GDP. Essentially, the other service sector is a residual category. 
Mining is projected to have the highest rate of growth, 7.4 percent 
per year. If the projections in Table 24 hold, agriculture will 
account for only 16.3 percent of total GDP in 1990. Tables 25 and 
26 contain alternative sectoral projections based on overall growth 
rates of GDP of 4.4 percent and 6.8 percent, respectively. A 
following section examines the employment inplications of the sectoral 
output projections. 
^See Appendix Table A.2. 
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Table 24. Projections of sectoral GDP, 1980-1990 (based on overall GDP 
growth rate of 5.5 percent, annually) 
Year Growth 
Economic sector 1980 1985 1990 rate 
(millions of 1962 DR$) 
Agriculture, livestock, 
forestry, and fishing 475 583 723 4.5 
Mining 236 353 515 7.4 
Manufacturing 442 580 763 5.6 
Construction 195 268 364 6.2 
Commerce 465 607 790 5.4 
Transport ation 148 197 262 5.8 
Electricity 49 68 93 6.3 
Other services^ 590 736 932 4.8 
Total GDP 2,598 3,391 4,442 5.5 
^Includes communications, finance, housing, government, and other. 
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Table 25. Projections of sectoral GDP, 1980-1990 (based on overall GDP 
growth rate of 4.4 percent, annually) 
Year Growth 
Economic sector 1980 1985 1990 rate 
(millions of 1962 DR$) 
Agriculture, livestock, 
forestry, and fishing 450 529 616 3.5 
Mining 224 320 439 6.3 
Manufacturing 418 526 650 4.5 
Ctonstruction 184 243 310 5.1 
Commerce 440 550 673 4.3 
Transportation 140 178 223 4.9 
Electricity 47 62 79 5.2 
Other services^ 558 667 794 3.7 
Total GDP 2,458 3,074 3,781 4.4 
^Includes communications, finance, housing, government, and other. 
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Table 26. Projections of sectoral GDP, 1980-1990 (based on overall GDP 
growth rate of 6.8 percent, annually) 
Year Growth 
Economic sector 1980 1985 1990 rate 
(millions of 1962 DR$) 
Agriculture, livestock, 
forestry, and fishing 496 644 842 5.5 
Mining 265 441 675 9.8 
Manufacturing 437 671 929 6.9 
Construction 215 316 454 7.8 
Commerce 499 695 956 7.5 
Transportation 159 230 319 7.2 
Electricity 53 82 113 7.9 
Other services" 625 825 1,111 5.9 
Total GDP 2,789 3,904 5,399 6.8 
^Includes communications, finance, housing, government, and other. 
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E. population and Grcwth of the Labor Force 
1. Population and projections 
The Dominican Republic's total population increased from 3,049,100 
persons in 1960 to an estimated 4,705,300 persons in 1975 (Table 27). 
This represents an average annual rate of growth of 3-0 percent, among 
the highest in the world. The gross birth rate in 1973 was 45 per 1,000 
persons and the gross death rate was 15 per 1,000 persons. The infant 
mortality rate is about 104 per 1,000 live births, one of the highest in 
Latin America and almost four times that in developed countries. By the 
end of their reproductive years Dominican women bear an average of 6.8 
children (58) . 
The Dominican Republic's total population is projected to exceed 
10,250,000 persons by the year 2000, more than double the population 
estimate for 1975. This projection can be considered as a medium popu­
lation projection reflecting the assumptions that family planning programs 
will be moderately successful in reducing the numbers of births and the 
death, rate will decline gradually with economic growth. If the percentage 
of women practicing birth, control does not increase from the current level 
of 6.5 percent of fertile women, total population could exceed 12,300,000 
persons by the year 2000 (66). Even with greatly expanded family planning 
programs total population would reach 8,800,000 persons by the end of the 
20th century, a lower limit on what could possibly happen (66). 
Average population density is estimated at 97 persons/km^ in 1975. 
Population density in zones ranged from 39 persons/km in the southern 
agricultural zone to 235 persons/km^ in the central agricultural 
70 
Table 27. Urban and rural population 1970 and medium projections, 1975-
2000 
Year Total Rural Urban Cities^ Small 
towns^ 
(1,000 persons) 
1960^ 3,047.1 2,117.0 929.9 — — — •— 
1970° 4,061.9 2,435.0 1,626.9 1,325.3 301.6 
Projection Set I-A (rapid rural-urban migration) 
1975 4,705.3 2,595.1 2 ,110.2 1,719.1 391.1 
1980 5,466.0 2,741.7 2,724.3 2,240.3 484.0 
1985 6,368.5 2,874.7 3,493.8 2,889.0 604.8 
1990 7,441.9 2,984.7 4,457.2 3,706.1 751.1 
1995 8,784.5 3,021.5 5 ,662.6 4,715.3 947.3 
2000 10,253.4 3,059.5 7,193.9 6,050.4 1,143.5 
Projection Set I-B (slow rural-urban migration) 
1975 4,705.3 2,595.1 2,110.2 1,719.1 391.1 
1980 5,466.0 2,789.2 2,667.8 2,199.7 468.1 
1985 6,368.5 2,999.6 3,368.9 2,794.6 574.3 
1990 7,441.9 3,215.6 4,226.3 3,525.4 700.9 
1995 8,784.5 3,447.1 5,337.1 4,472.4 864.7 
2000 10,253.4 3,695.2 6,558.2 5,529.8 1,028.4 
^Cities are defined as urban places with 10,000 inhabitants or more. 
Small towns have less than 10,000 inhabitants. 
^Source: (39). 
^Source: (40). 
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zone. The projected average density for year 2000 is 212 persons/km 
(Table A.4). Average population densities in most other Latin American 
countries are substantially below the Dominican Republic's. Only Barba­
dos, El Salvador, Haiti, Jamaica, and Trinidad and Tobago have higher 
densities than the Dominican Republic (Table A.5) . 
The number of Dominicans living in urban areas increased from 929,900 
persons in 1960 (30.5 percent of the population) to an estimated 2,110,200 
persons in 1975 (45 percent of the population) . Rural to urban migration 
accounted for almost half the increase in urban population. Basically the 
Dominican Republic is a rural society. The distinction between urban and 
rural areas is arbitrary because the data are based on political-
administrative considerations, not on city size or other criteria defining 
"urbanness". Approximately 391,200 "urban" Dominicans (18.5 percent of 
the urban population) resided in towns of less than 10,000 persons in 1975 
and many of these persons depended on agriculture for their income. 
If previous urbanization trends and the projections of total popula­
tion in Table 27 (Set I-A) hold, urban population will more than triple 
over 1975 to 2000. By year 2000, 70 percent of total population 
(7,194,000 persons) will be living in the urban areas. Most of the 
increases in urban population will occur in the central zone, primarily 
in the city of Santo Domingo which has experienced population growth rates 
above 6.0 percent yearly in recent times. In this scenario, rural popula­
tion is projected to increase from an estimated 2,595,100 persons in 1975 
to 3,059,200 persons in the year 2000, an increase of almost half a 
See Chapter IV for a description of agricultural zones. 
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million persons. Most of the increases in rural population will occur 
before 1985 and, thereafter, rural population growth will slow as migra­
tion accelerates. The absolute numbers of rural people will begin to 
decline shortly after the end of the 20th century. 
If rural development programs were successful in raising rural 
incomes, possibly, rural to urban migration would be slowed. Population 
projection Set I-B is based on the assumption that the rate of growth of 
rural population will be 1.4 percent compounded annually over 1975 to 
2000, instead of an average rate of 0.7 percent as in projection Set I-A. 
Under this assumption y urban population would be 6,558,200 persons in the 
year 2000. Rural population would be 3,695,200 persons in the year 2000, 
almost 650,000 persons more than in Set I-A. These projections can be 
considered as "slow" migration projections. 
2, Growth of the labor force 
Over time, as the Dominican population becomes more urbanized, addi­
tional jobs will be needed in the cities. Also, as the proportion of the 
population in agriculture declines, productivity per rural worker will 
have to increase if food supplies per capita are to be maintained. And, 
as the rural population grows in absolute numbers, more jobs at higher 
productivity levels will be needed in the rural sector. It is estimated 
that the number of new entrants to the Dominican Republic's work force 
will average almost 71,000 workers annually over 1975 to 2000 (Table 28). 
About 73 percent of the requirements for new jobs (1,297,300 jobs) could 
be in the major urban areas, 13 percent of the requirements could be in 
small towns, and 14 percent of the requirements (243,100 jobs) could be 
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Table 28. Total rural and urban labor force projections, 1975-2000 
Year Total Rural Urban Cities® Small 
towns* 
Rapid rural-urban migration (1,000 persons) 
1975 1,378.9 768.0 610.9 497.6 113.3 
1980 1,634.5 841.8 792.7 651.8 140.9 
1985 1,932.8. 911.1 1,021.7 844.8 176.9 
1990 2,273.8 964.0 1,309.8 1,089.1 220.7 
1995 2,662.3 990.3 1,672.0 1,392.3 279.7 
2000 3,145.4 1,011.1 2,134.3 1,794.9 339.4 
Slow rural-urban migration (1,000 persons) 
1975 1,378.9 768.0 610.9 497.6 113.3 
1980 1,635.3 859.0 776.3 640.1 136.2 
1985 1,935.7 950.6 985.1 817.1 168.0 
1990 2,280.7 1,038.6 1,242.1 1,036.2 205.9 
1995 2,674.3 1,129.6 1,544.7 1,294.5 250.2 
2000 3,166.9 1,221.2 1,945.6 1,640.5 305.1 
^Cities are defined as urban places with 10,000 inhabitants or more. 
Small towns have less than 10,000 inhabitants. 
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in the rural sector. These estimates are based on the population projec­
tion Set I-A in Table 27 and certain assumptions about the age structure 
of the population and labor force participation rates. If the total 
population projections in Set I-B were to hold, approximately 25 percent 
of the new job requirements would be in the rural areas and 11 percent 
would be in small towns. The number of new job requirements in the 
rural areas and small towns would amount to almost 455,000 jobs during 
1975-2000, instead of 243,100 jobs. 
In reality, family planning programs can contribute very little to 
reduce the absolute numbers of job requirements before the year 2000 
since most of the potential work force entrants already have been bom. 
Family planning programs, however, could substantially reduce the need 
for income to maintain a given standard of living per capita by the year 
2000. Also, the requirements for schooling, health facilities, and other 
social infrastructures could be reduced. 
F. Employment 
Table 29 contains data on the economically active population by 
sector of activity in 1960 and 1970. An estimated 540,900 persons (65.9 
percent of the work force) were economically active in agriculture in 
^The projections of the labor force are for adult workers, and are 
based on the assuinption that the age structure of the population will 
remain constant during the projection period. Half the population was 
adult, aged 15 years or more, and about half the adults were economically 
active in 1970. These projections allow for a gradual increase in the 
work force participation rates. The elasticities of the labor force with 
respect to changes in the adult population were estimated at 1.02 and 
0.67 for uriDan and rural areas, respectively, during 1960-70 (44). 
75 
Table 29. Economically active population and output per economically 
active person by sector of activity, 1960 and 1970& 
Economically Output per economi-
active population cally active person 
Sector 1960 1970b 1960 1970 
(1,000 
persons) (percent) 
(.1,000. 
persons) (percent) (1962 i DR$/person) 
Agriculture^ 540.9 65.9 623.2 54.9 470.5 503.5 
Mining 2.6 0.3 1.0 4,653.8 18,122.4 
Manufacturing 71.8 8.7 121.0 10.7 1,605.8 1,781.1 
Electricity 3.8 0.5 2.1 0.2 2,310.9 9,358.0 
Construction 22.2 2.7 34.5 3.0 964.3 1,862.3 
Commerce 58.6 7.1 92.8 -.,8.2 2,248.0 2,419.7 
Transportation 23.0 2.8 52.9 4.7 1,405.4 1,412.6 
Services 98.1 12.0 207.3 18.3 2,040.3 1,650.4 
Total 820.7 100.0 1,134.9 100.0 945.1 1,121.3 
^Source; (39; 41). 
Workers for whom a sector of activity was not specified have been 
distributed among sectors according to percentage distributions of eco­
nomically active persons among sectors. 
^Includes livestock, forestry, and fishing. 
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I960. By 1970, an estimated 623,200 persons were economically active in 
agriculture, but the proportion of the work force in agriculture fell to 
less than 55 percent, reflecting rapid urban-rural migration and growth 
in urban sectors, output per economically active person in agriculture 
amomted to an estimated DRS504 in 1970. Manufacturing employed almost 
11 percent of the labor force and productivity per person was three and a 
half times that in agriculture. Mining had the highest output per eco­
nomically active person, more than DR$18,000. An estimated 207,000 
persons (18.3 percent of the work force! were economically active in the 
services sector, and GDP per worker amounted to DR$1,650. Unfortunately, 
the available sector data provide only a very crude measure of labor 
utilization and productivity because the economically active category 
includes unemployed and underemployed workers. 
To provide work for the unemployed and new entrants to the work 
force, the future rate of growth of productivity is of crucial importance. 
At a given level of output an increase in labor productivity would mean 
that fewer workers could produce the given output. For employment to 
increase, real output must increase at a rate greater than the rate of 
growth of productivity. According to neoclassical production theory, the 
rate of growth of labor productivity is a function of both technological 
change and capital deepening (increasing capital/labor ratio). Capital 
deepening while resulting in higher incomes for employed persons would 
result in fewer persons being employed to produce a given output. 
The projections of sectoral GDP, along with certain hypotheses about 
changes in sectoral labor productivities, can be used to study the 
eitçiloyment implications of alternative economic growth patterns. The 
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enployment projections in Table 30 are based on the assumptions that total 
GDP will increase at an average annual rate of 5.5 percent during 1975-
1990 and that overall labor productivity in the economy will increase at 
about 1.2 percent per year, allowing for modest improvements in the 
standard of living per capita. Although the projected rate of change of 
productivity may be below that of recent years, it can be considered as 
1 
a reasonable expectation for long term growth. Based on these assump­
tions, total employment is projected to be 1,723,400 man-years in 1990, 
representing an average rate of growth of 4.4 percent, yearly. By 1990, 
the overall unemployment rate would be about 24 percent of the total work 
force capacity, a substantial improvement over current conditions. Agri­
culture would account for about 40 percent of total employment (684,500 
persons!. Employment in agriculture would be equivalent to between 66 
and 71 percent of the rural work force capacity, depending on rural-urban 
migration patterns. By 1990, the urban unemployment rate could be as low 
as 16 percent of work force capacity if rural-urban migration were slowed. 
The employment projections in Table 31 were developed on the assumption 
that overall GDP growth would average only 4.4 percent, annually, instead 
of 5.5 percent. In this projection set the unemployment rate in 1990 
would be about 35 percent of work force capacity, essentially no change 
over the current rate. This projection set illustrates the importance to 
employment of maintaining high rates of growth in GDP. 
The base year for the employment projections is 1970. Appendix 
Table A.3 contains estimates of sectoral rates of change in productivity 
along with, methodological notes. Employment is expressed in man-years 
of full-time work. 
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Table 30. Employment projections by economic sector, 1975-1990 (based on 
overall GDP growth rate of 5.5 percent, annually, and 1.2 per­
cent rate of productivity change) 
Year 
Economic sector 1975 1980 1985 1990 
Agriculture, livestock, 
forestry, and fishing 401.6 
Mining 1.9 
Manuf acturing 119.1 
Construction 37.0 
Commerce 92.1 
Transportation 50.8 
Electricity 1.2 
Services and other^ 230.1 
(1,000 man-years) 
504.8 584.6 684.5 
1.9 1.4 1.0 
140.7 171.2 208.8 
34.1 33.0 31.4 
112.3 137.9 168.9 
65.6 84.9 110.0 
0.8 0.5 0.4 
278.0 376.6 517.9 
Total employment 933.8 1,138.2 1,390.1 1,723.4 
^Includes communications, finance, housing, government, and other. 
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Table 31. Employment projections by economic sector, 1975-1990 (based on 
overall GDP growth rate of 4.4 percent, annually, and 1.2 per­
cent rate of productivity change) 
Economic sector 1975 
Year 
1980 1985 1990 
CI ,000 man-years) 
Agri culture, lives tock, 
forestry, and fishing 401.6 
Mining 1.9 
Manufacturing 119.1 
Construction 37.0 
Commerce 92.1 
Transportation 50.8 
Electricity 1.2 
Services and other^ 230.1 
477.6 
1 . 8  
133.1 
32.3 
106.2 
62.1 
0.8 
263.0 
529.9 
1.3 
155.2 
29.9 
235.0 
76.9 
0.5 
341.4 
583.1 
0.9 
177.9 
26 .8  
93.7 
93.7 
0.3 
441.2 
Total employment 933.8 1,076.9 1,260.1 1,467.8 
^Includes communications, finance, housing, government, and other. 
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If technological advancement and capital deepening were to cause 
overall labor productivity to increase at 1.7 percent, yearly, instead of 
at 1.2 percent, and assuming GDP were to grow at a rate of 5.5 percent, 
total employment would grow at less than 4.0 percent, yearly (Table 32) . 
By 1990, total employment would amount to 1,567,000 man-years and the 
overall rate of unemployment would be about 31 percent of the estimated 
work force capacity, a modest intprovement over current employment levels. 
However, the total number of unemployed persons would increase from an 
estimated 466,900 persons in 1975 to more than 700,000 persons in 1990. 
About half the unemployed would be in the rural areas (based on the 
assumption of continued rapid rural-urban migration). This projection 
set illustrates that economic growth alone will not be sufficient to 
reduce unemployment in the Dominican Republic by 1990 if growth is con­
centrated in narrow economic subsectors using capital and skill intensive 
production methods. 
In summary, a major effort by the Dominican government will be 
required to reduce unemployment dramatically by 1990. The overall rate 
of growth of output is important but the rate of growth of labor pro­
ductivity is also critical. Emphasis should be placed on encouraging 
adoption of labor-using production methods. Failure to do so will lead 
to little or no improvements in the distribution of income, especially 
if economic growth were to be capital intensive in nature and the govern­
ment did not increase its level of spending on public services. It is 
very unfortunate that better employment data are not available for the 
recent growth period because it would have provided an excellent oppor­
tunity to study the effects of high rates of growth on employment. 
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Table 32. Employment projections by economic sector, 1975-1990 (based on 
overall GDP growth rate of 5.5 percent, annually, and 1.7 per­
cent rate of productivity change) 
Year 
Economic sector 1975 1980 1985 1990 
(1,000 man-years) 
Agriculture, livestock, 
forestry, and fishing 392.2 481.4 544.6 622.6 
Mining 1.9 1.8 1.3 0.9 
Manufacturing 116.3 134.2 159.5 190.1 
Construction 36.2 32.5 30.7 28.6 
Transportation 49.7 62.6 79.0 100.0 
Electricity 1.1 
CO o
 0.5 0.3 
Services and other^ 224.6 265.1 350.6 470.8 
Total eitployment 912.0 1,085.4 1,294.6 1,567.0 
^Includes communications , finance, housing, government, and other. 
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IV. STRUCTURE AND ORGANIZATION OF PRODUCTION IN THE RURAL SECTOR 
Previous chapters were concerned with overall growth rates of output 
and employment in the principal producing sectors of the economy, and with 
the general inpacts of economic growth on the distribution of income and 
living standards of the population. The agricultural sector was found to 
have played a key role in growth and as a source of foreign exchange for 
general capital formation. The agricultural and rural sector must make 
additional contributions to overall developmental objectives in the 
future. The rate of growth of food output must be increased to allow for 
nutritional improvements , to reduce the need for food imports, and to 
contribute to general economic growth. Based on the projections in 
Chapter III, it was estimated that between 27 and 36 percent of the 
additional job requirements during 1975-2000 would be in the small towns 
and rural areas. Generally, rural people experience the lowest standard 
of living per capita. How to contribute to broad national developmental 
objectives while benefiting a majority of the rural population is, per­
haps, the "big" policy question facing Dominican policy makers, today. 
This chuter concerns the structure and organization of resource use in 
the rural sector. It provides a base for analyzing policies to modify 
land tenure, to raise agricultural production in general, and to improve 
the economic well-being of the rural poor in particular. 
A. Availability and Utilization of Natural Resources 
This section identifies the extent and quality of water and land 
available for agricultural production in the various regions of the 
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Dominican Republic. Some attention is also given to forest and marine 
resources. 
1. Agricultural zones 
The Secretariat of State for Agriculture (SEA) uses seven agricul­
tural zones for programming purposes (Figure 1). Essentially, these zones 
are subregions of three major planning regions as defined by the National 
Planning Office (43). Geographic features largely determine the bound­
aries of the planning regions (Figure 2). In this study, statistical data 
are organized mainly by zones and sometimes by regions.^ 
The Northern region, frequently referred to as the Cibao region, 
contains the country's best agricultural land and most of the irrigation. 
Santiago, the Dominican Republic's second city, is the commercial hub of 
this region. Currently, 43 percent of the total population lives in the 
Northern region. It includes the northwestern, northern, and northeastern 
agricultural zones. 
The Southwestern region is bimodal. Mountain ranges between the San 
Juan Valley in the north and Barahona in the south make transportation and 
communication difficult within the Southwestern region. Most of this 
region's territory is not suited to agriculture because it is arid and 
mountainous. In recent years bauxite mining has become the major eco­
nomic activity in the Southwestern region. The Southwestern region 
includes the southern and southwestern agricultural zones. 
^Much of the statistical data about the Dominican Republic is avail­
able by province. There are 27 provinces including the National District. 
For administrative purposes, provinces are subdivided into 97 municipali­
ties including 591 rural sections. 
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The Southeastern region œntains the National District and most of 
the industrial sectors. Like the Cibao region, the Southeastern region 
has about 43 percent of the population. Many of the Dominican Republic's 
largest land holdings are in this region. These estates are specialized 
to sugarcane and livestock production. The Southeastern region includes 
the central and eastern agricultural zones. 
The major transportation network within and between regions gener­
ally is well-developed with the exception of the Southwestern region. 
Secondary and feeder roads connecting villages to the major roads are 
considered as inadequate, however. 
2. Land and water resources 
The decade of the 1960s was a period of rapid incorporation of land 
in farms in the Dominican Republic. Land in farms increased from 
2,257,600 hectares in 1960 to 2,736,200 hectares in 1971, an increase of 
more than 20 percent. This compares to an increase in rural population 
of 17 percent for the period. By 1971, 57 percent of the national 
territory was in farms, a high percentage in comparison to other coun­
tries. The northeastern agricultural zone had 88 percent of its area in 
farms, whereas the southwestern and southern agricultural zones, which 
are arid and mountainous, had less than 30 percent of their area in farms 
(Table 33). 
The possibilities for increasing land in farms are extremely limited 
now in the Dominican Republic. The National Planning Office (ONAPLM) 
estimates that a maximum of 1,085,000 hectares can be cultivated inten­
sively, and practically all of this land already is in farms (46). The 
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Table 33. Total land and area in farms by agricultural zone, 1960 and 
19 71 a 
1960 1971 
Total Area Percent Area Percent 
Zone land in farms of total in farms of total 
(1 ,000 ha) (1,000 ha) (1,000 ha) 
Northwestern^ 476.9 188.0 39.4 195.3 41.0 
Northern^ 906.5 553.2 61.0 604.9 66.7 
Northeastern^ 532.4 364.6 68.5 469.5 88.2 
Southwestern® 750.3 124.0 16.5 203.1 27.1 
Southern^ 689.0 115.2 16.7 136.8 19.9 
Central? 698.3 443.6 63.5 509.0 72.9 
Eastern^ 774.5 469.0 60.6 617.6 79.7 
Total 
Republic 4,827.9^ 2,257.6 46.8 2,736.2 56.7 
Sources: (38;42;61). 
^Includes Monte Cristi, Valverde, Dajabon, and Santiago Rodriguez. 
^Includes Puerto Plata, Espaillat, Santiago, and La Vega. 
"Includes Salcedo, Maria Trinidad Sanchez, Samana, Duarte, and 
Sanchez Ramirez. 
®Ineludes La Estrelleta, San Juan, and Azua. 
^Includes Bahoruco, Independencia, Barahona, and Pedemales. 
^Includes Peravia, San Cristobal, and Distrito Nacional. 
^Includes San Pedro de Macoris, El Seibo, La Altagracia, and La 
Romana. 
^Excludes 16,291 ha in islands. 
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good quality cropland (963,000 ha) consists of land listed as Class I 
through IV in Table 34. The remainder of the land suited to intensive 
cultivation (121,200 ha) is land with Class V soils. These soils are 
heavy poorly-drained clays, but they can be successfully farmed in rice 
in some areas. In addition, some of the land with Class VI soils can be 
used nonintensively for tree crops. 
For planning purposes, it is reasonable to assume that total land in 
farms will not be increased above the level of 1971. Expanding irrigation 
and improving drainage in some of the coastal areas could result in small 
additions to the agricultural land base. But, if the overcultivation of 
marginal land and consequent erosion problems in other areas are not 
stopped, total agricultural land in the Dominican Republic could decrease 
in the future. Land erosion and the incidence of flooding in lowlands 
have become especially serious in mountainous areas of the Northern and 
Southwestern regions. Over-^cutting in forests has contributed to this 
problem. 
Water may be the most critical limiting resource to increasing 
agricultural output in the Dominican Republic. Rainfall is uneven 
throughout the country and irregular in timing. The mean annual rainfall 
varies from 350 mm in the Neyba Valley to nore than 2,700 mm in the Miches 
area. Overall mean rainfall is 1,500 mm, annually (14) . Only an esti­
mated 192,900 hectares in farms have irrigation during part or all of the 
year. This is equivalent to four percent of the national territory and 
less than 18 percent of ONAPLAN's estimate of arable land. Currently, 
eight projects (dams and irrigation canals) are under construction at a 
cost of US$238,500,000. These projects are expected to irrigate 53,000 
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Table 34. Land capability (Total Republic)^ 
Class Area Percent Productive capacity 
(1,000 ha) 
I 53.7 1.1 Crops (highly intensive) 
II 235.0 4.9 Crops (intensive) 
III 311.2 6.4 Crops (moderately intensive) 
IV 363.9 7.5 Crops (nonintensive) 
V 607.1 12.6 Pasture (intensive) 
VI 561.1 11.6 Pasture (moderately intensive) 
VII 2,-516.1 52.1 Forestry, pasture (nonintensive) 
VIII 120.2 2.5 Wildlife, recreation 
other 59.6^ 1.2 Bodies of water and other 
Total 
Republic 4,827.9° 100.0 
^Source; (48). 
^Estimated. 
Excludes 16,291 ha in islands. 
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ha of new land and iitprove the supply of water on 33,700 ha. In total, 
approximately 158,000 hectares of new land could be irrigated and 49,200 
hectares under irrigation could be improved over the next 20 years at a 
cost of more than US$300,000,000. This es^enditure would provide 1,013 MW 
of increased hydroelectric generating capacity, besides providing for the 
irrigation of agricultural land C46). 
The scarcity of new agricultural land has important implications for 
rural development in the Dominican Republic. Land productivity will have 
to be increased if food supplies per capita are to be maintained. Alter­
native sources of food, such as fishing, have considerable scope for 
expansion but are highly underdeveloped, currently (see Section A.5). 
Increasing the productivity of land could be extremely important to 
employment and maintaining (or improving! the rural standard of living. 
Population growth will contribute to reduce the number of hectares of 
farmland per rural person from an estimated 1.1 ha in 1975 to about 0.8 
ha by the end of the century (Table 35) . The southwestern agricultural 
zone is projected to have only 0.5 ha per rural person in the year 2000. 
3. Agricultural land use patterns 
Since 1960 there have been important changes in land use patterns. 
Total cropland has declined and pasture has increased. The reasons for 
the relatively large amounts of land in pasture in the Dominican Republic 
are not clear. Perhaps livestock activities are highly profitable. On 
the other hand, there may be rigidities in land tenure arrangements. 
Currently, an estimated 1,206,400 hectares are cropland, more than 
ONAPLAN's estimate of total arable land. About 278,750 hectares are 
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Table 35. Agricultural land per rural inhabitant, 1960, and projections 
by region, 1975-2000 
rural inhabitant 
(hectares) 
Northwestern 1.3 1.1 1.1 1.1 1.0 1.0 
Northern 0.9 0.8 0.8 0.8 0.7 0.7 
Northeastern 0.9 1.0 1.0 0.9 0.9 0.8 
Southwestern 0.6 0.7 0.6 0.6 0.6 0.5 
Southern 1.1 1.0 0.9 0.9 0.8 0.7 
Central 1.1 0.9 0.9 0.8 0.8 0.9 
Eastern 2.1 2.4 2.3 2.2 2.1 2.1 
Total Republic 1.1 1.1 1,0 0.9 0.9 0.9 
^Based on population projection Set I-A (rapid rural-urban migration) 
and the assumption that total land in farms will remain at the level of 
1971. 
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devoted to nine principal annual crops: rice, com, beans, yucca, sweet 
potatoes, pigeon peas, peanuts, tobacco, and other root crops- More than 
one crop is taken on much of the land in annual crops. Also, about 
619,000 hectares are farmed in six major perennial crops: sugarcane, 
coffee, cocoa, plantains, bananas, and coconuts (61). Pasture and range-
land account for an estimated 1,186,000 hectares in farms (Table 36) . 
/ 
4. Forest resources 
Forests are a renewable natural resource that can offer opportunities 
for an expanded contribution to the Dominican econoity. At the time of 
European discovery, forests may have covered the entire island of His­
panic la. Class VII soils, which are best suited to forestry, make up the 
largest single soil class by area (2.5 million hectares). However, it was 
estimated that only 557,000 hectares were in forest in 1967; the extent of 
commercial quality forest was much less. There are four major forest 
types in the country: coniferous, mixed, broadleaf, and low broadleaf. 
The most extensive areas of coniferous forest are in the Cordillera 
Central and the Sierra de Bahoruco areas, at elevations from 200 to 3,000 
meters. Coniferous forests cover about 215,000 hectares and have an 
estimated 27 to 67 cubic meters of wood per hectare. Mixed forests (pine 
and broadleafi cover about 83,000 hectares, mostly in the Cordillera 
Central at elevations of from 600 to 1,600 meters. Broadleaf forests 
cover more than 188,000 hectares between sea level and 2,000 meters, 
mostly in the spurs of the Cordillera Central and in the Los Haitises 
area near Samana Bay. The low broadleaf forest covers about 69,000 
hectares between sea level and 400 meters elevation. The most extensive 
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Table 36. Current normal^ agricultural land utilization by zone^ 
Area in Cropland Pasture Other 
Zone farms Area Percent Area Percent. Area Percent 
(1,000 ha) (1,000 ha) (1,000 ha) (1,000 ha) 
Northwestern 195.3 84.8 43.4 84.5 43.3 26.0 13.3 
Northern 604.9 201.1 33.2 312.6 51.7 91.2 15.1 
Northeastern 469.5 229.4 48.9 211.3 45.0 28.8 6.1 
Southwestern 203.1 133.6 65.8 51.1 25.2 18.4 9.0 
Southern 133.1 75.7 56.9 36.7 27.6 20.7 15.5 
Central 512.7 264.9 51.7 160.5 31.3 87.3 17.0 
Eastern 617.6 216.9 35.1 330.1 53.5 70.6 11.4 
Total Republic 2,736.2 1,206.4 44.1 1,186.8 43.4 343.0 12.5 
^Current normal refers to mid 1970s. 
^Source : (61). 
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stands of low broadleaf forest are in the coastal plain of the South­
eastern region (48) . 
Much of the land cleared of forests is not suitable for cultivation 
or pasture and should be replanted to forest. Drastic decreases in 
forest reserves by the mid 1960s led the government to close all private 
lumber mills (with compensation) and place forests under the Amy's 
administration in 1967. Forest administration and management thereby 
became a government monopoly. Also, the government executed an agreement 
with the Food and Agriculture Organization (FAO) to obtain technical 
assistance in inventorying forest resources, reviewing forestry legis­
lation, and developing policy recommendations. In 1974, the FAO 
presented several recommendations and a detailed forestry law proposal 
(18). The recommendations included increasing the legal authority of 
the General Directorate of Forestry (DGF), reinforcing the technical 
capability of the DGF, establishing rigorous control in the harvesting 
and marketing of forest products, and establishing an effective 
reforestation program. 
Funding has not been available to implement the FAO recommenda­
tions. Conservation, fire control, and replanting are conducted almost 
exclusively by the Army. Limited efforts at reforestation have been 
undertaken, but significant progress will require a more active role by 
the government. There have been no recent initiatives in forest 
exploitation. The potential for raising the productivity of forest 
land and a need for increased rural eitployment provide a good rationale 
for initiating ejcpanded forestry activities. 
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5. Marine resources 
With a coastline of more than 1,500 kilometers and a coastal shelf of 
about 9,000 square kilometers, plus several promising offshore fishing 
grounds, the Dominican Republic has immediate access to considerable 
marine resources. However, the country's fishing industry has remained 
backward. 
Estimates of the number of fishermen range between 1,500 and 6,000 
persons. The principal fishing boat is the "yola", a flat-bottomed 
wooden boat from 12 to 20 feet in length which may be powered by sail, 
oars, and/or a small outboard motor. The yola is inefficient by modem 
standards. There is no room for storage of fuel and supplies, nor space 
for sleeping, nor facilities for preserving the catch. The yola cannot be 
used in rough seas. Due to these limitations, its maximum fishing radius 
is only ten miles. This means that the inshore waters, which are very 
fragile fisheries, experience over-fishing. As a consequence of this 
pressure, some of the coastal areas are practically barren of commercial 
fish (63) . 
The total catch, in kilograms, amounted to an estimated 4.4 million 
in 1972, 9.1 million in 1973, 8.3 million in 1974, and about 7.0 million 
in 1975 (Table 37). These figures are for some 56 marine and freshwater 
fish varieties and seven varieties of shellfish. The most important fish 
varieties are tilapia, sea bass, snapper, and mackerel. Compared to other 
Caribbean countries, the Dominican catch is far below what could be 
achieved. Also, some of the islands are exporting seafood to the United 
States. Trinidad-Tobago, for example, is particularly adept at exploiting 
the U.S. market. 
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Table 37. Volume of 1971 and 1975 fish catch and value of 1975 fish 
exports to the United States for selected Caribbean countries^ 
Country 
Catch 
1971 
Catch 
1975 
Percent 
change 
U.S. fish 
imports, 
1975 
U.S. shellfish 
imports, 
1975 
(1,000 MT) (U.S. $1,000) 
Dominican Republic 4.6 7.1 54.3 158 325 
Cuba 126.0 165.0 31.0 NA 
Puerto Rico 57.8 80.9 40.0 NA NA 
Trinidad-Tob ago 3.7 5.1 37.8 927 1,939 
Haiti 2.5 2.5 57 682 
Bahamas 2.3 2.8 21.7 30 3,543 
^Source: (19). 
^Not available. 
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In response to the needs of Dominican fishermen and a desire to 
stimulate consumption of fish, the government under the auspices of 
IDECOOP initiated a DR$40.0 million national fisheries program in 1976. 
The Inter-American Development Bank (BID) provided a loan of US$1.6 
million for this program. The program involves establishing six fishing 
cooperatives and two processing plants, and the purchase of fishing boats 
for the cooperatives plus two large boats (62 feet) to be operated 
directly by IDECOOP. The program is e:^ected to benefit about 300 
fishermen. The Marine Biology Research Center (CIBIMA) should become 
increasingly involved in the study of Dominican marine resources and in 
planning for appropriate balance between conservation and exploitation 
of fisheries. 
B. Institutional Arrangements 
The ability of the agricultural sector to contribute to broad 
national and rural development objectives depends not only upon the rural 
sector's endowments of agricultural land and water but also depends upon 
institutional arrangements and the efficient utilization of resources on 
farms. Farm size, tenancy, and rural institutions in general need to be 
considered in relation to population and natural resources. The sugar 
industry is of special significance because of its enormous influence on 
rural life and its dominant role in the Dominican economy. Several laws 
passed in 1972 have widened the Dominican Agrarian Institute's (IAD's) 
agrarian reform program. Other laws provide for the purchase of under­
utilized farmland by the government and the recovery of public land being 
used without permission by private farmers. This section concerns the 
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institutional organization of the farm sector. The following section 
analyzes production in the major subsectors. 
1. Number of rural and small town households and farms 
There were an estimated 475,400 rural and small town households in 
1975.^ Each household had 6.3 persons, on the average, including 1.9 
economically active adults. Small towns are defined as having 10,000 
inhabitants or less, and they accounted for about 13 percent of the com­
bined rural and small town population. Approximately 309,000 rural and 
small town heads of households (65 percent) were farmers. The remainder, 
166,400 heads of households C35 percent) , were economically active in 
nonagricultural occupations as follows (Table 38); professionals. 
^In this study, there are an estimated 745,700 Dominican households 
in 1975; 413,900 households were rural, 61,500 households were in towns 
of less than 10,000 inhabitants, and 270,300 households were in the 
cities. These estimates are based on the population projections in 
Chapter III and the assumptions that urban households have 6.4 persons 
and rural households have 6.3 persons, on the average. The inhabitants 
of small towns are considered as part of the rural population since farm­
ing is the most important occupation in small towns. More than 20 percent 
of the heads of households in small towns are farmers. 
According to the demographic survey (50), urban households had 5.2 
persons and rural households had 5.4 persons, on the average, in 1971. 
About 84 percent of the heads of households were economically active and 
16 percent were considered as outside the work force. Most of the latter 
(75 percent) were women and one-third were elderly, i.e., 65 years or 
older. 
The concept of a "household" used in this study is based on the 
notion that the head of a household should be economically active, though 
not necessarily employed. Therefore, the members of the households con­
sidered as outside the work force have been allocated to the households 
with economically active heads. This has the effect of increasing the 
average size of household in the urban and rural areas to 6.4 persons and 
6.3 persons, respectively, which compare with an estimated 6.7 persons 
per farm household based on data in the agricultural sector farm survey 
(57). The farm survey definition of household included family members, 
friends, and relatives living on the farm. 
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Table 38. Number of rural and small town households, 1975 
Type of household^ Number of households Percent 
(1,000s) 
Total number of households^ 475.4 100.0 
Farmers, fishermen, forestry° 309.0 65.0 
Other households 166.4 35.0 
Professionals, administrators, 
office workers 25.3 5.3 
Marketing, s ales, transport 45.8 9.6 
Craftsmen, construction, 
mechanics, artisans, and 
rural industry 49.8 10.5 
Personal services^ 17.3 3.6 
Common laborers, other 28.2 5.9 
^Refers to the principal occupation of the household head. 
^Based on population data in Table 27 and the assumption of 6.3 
persons per household (see text). 
"^Does not include an estimated 16,100 farmers in cities with 10,000 
inhabitants or more. 
^Mainly female servants. 
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administrators, and office workers (5.3 percent); marketing, sales, and 
transport (9.6 percent) ; a variety of artisans and skilled workers (10.5 
percent); personal services — primarily maids — (3.6 percent); and 
common laborers (5.9 percent) . The common laborers work primarily as 
hired hands on farms. Overall, heads of households make up about 53 
percent of the total rural labor force. Data about the occupations of 
the other members of the rural labor force are not available, but pre­
sumably they are economically active mainly in agriculture. Agricultural 
employment and incomes are analyzed in Section C. 
The outstanding feature of land distribution in the Dominican Repub­
lic is the existence of a few very large farms and a multitude of small 
farms. The number of intermediate sized farms is relatively small. 
Farms have been grouped according to five size classes: less than 0.5 
ha, 0.5-4.9 ha, 5.0-49.9 ha, 50-499.9 ha, and 500 ha and more (Table 39). 
Farms in the two smallest size classes generally do not have sufficient 
land to fully occupy the farm families under average production systems. 
Farms in the 5.0-49.9 ha class are considered to correspond to family 
farms in that a fam of this size will utilize most of the labor available 
from the family. The largest farms have enough land to fully employ more 
than one family. 
In 1975, most of the farms were in the 0.5-4.9 ha size class. This 
class contained 57 percent of the farms but only 12.4 percent of the land 
in farms. If microfarms, the smallest size category, are considered along 
with the 0.5-4.9 ha size class, 78 percent of the farms contained less 
than 17 percent of the total land in farms. Intermediate sized farms 
(5.0-49.9 ha) accounted for 19 percent of the farms and 30 percent of the 
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Table 39. Number and size of farms, 1975& 
Farm size class Number of farms Percent Area Percent 
(1,000s) (1,000 ha) 
Total 324.1 100.0 2,736.2 100.0 
500 ha and more 0.4 0.1) 
) 1,465.7 53.6 
50-499.9 ha 6.7 2.1) 
5-49.9 ha 62.8 19.4 819.2 29.9 
0.5-4.9 h^ 204.6 63.1 439.1 16.0 
Less than 0.5 ha 49.6 15.3 12.2 0.5 
^Sources : (26;42). 
^The 1971 census of agriculture figures were adjusted to account for 
agrarian reform settlements during September, 1971 to July, 1975 (includ­
ing individual parcels and collective farms). Also, assumes agrarian 
reform land was taken out of the largest farms. 
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land in farms. The two largest size categories (50-499.9 ha, and 500 ha 
and more) accounted for slightly more than 2 percent of the farms and 54 
percent of the land in farms. Perhaps 40 percent of the land in the large 
farms is owned by the state. Government land includes sugar estates 
inherited from Trujillo and managed by the State Sugar Council (CEA), land 
held by the Dominican Agrarian Institute (IAD) for redistribution and 
settlement in agrarian reform projects, and land in state farms. 
2. Land tenancy 
Farms were classified according to five tenancy situations in the 
1971 census of agriculture : owner-operator, renter, sharecropper, 
agrarian reform "parcelero", and squatter (42). About 60 percent of the 
farms, including 77 percent of the land in farms, were owner-operated. 
Owner-operators have titles to land. "Parceleros" or "asentados" 
(beneficiaries of agrarian refom land redistribution projects) do not 
have titles to land but receive provisional certificates from the IAD that 
allow them to farm their parcels indefinitely. By 1971, agrarian reform 
parcels accounted for four percent of the farms and less than three 
percent of the land in farms. Almost 36,500 squatters with a total of 
210,132 hectares were on public land. Many of these squatters are 
settled on land formerly belonging to the Trujillo family which was taken 
over by the state after Trujillo's death in 1961. Squatters on public 
land with 6.3 ha or less and no other means are considered as residents 
and usually are not resettled. They are eligible to receive provisional 
certificates of title to land from the Dominican Agrarian Institute. In 
addition to squatters on public land, 24,596 farms with 51,969 hectares 
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were classified as occupied private land. None of the operators in this 
category had titles to land, and their status as farmers may be especially 
precarious. 
3. The sugar subsector 
Sugar is the major product produced by the Dominican Republic, and 
sugarcane production accounts for almost 20 percent of the gross agricul­
tural output. The bulk of the Dominican Republic's sugar industry is 
concentrated in a large government coitpany (CEA) and two private compa­
nies, one of which. La Romana, is owned by the Gulf and Western Corpora­
tion of America CG&Wj. These companies own the Republic's sugar 
refineries (16 factories) and related by-product processing facilities. 
Sugar policies are regulated by the Dominican Sugar Institute (INAZUCAR) 
which formulates domestic sugar production policies, conducts product and 
marketing research, and recommends export quotas for the various 
refineries. 
In 1974, almost 250,000 hectares were planted to sugarcane, which is 
equivalent to more than one-fifth the total land in crops. Most of the 
land planted to sugarcane is in the central and eastern agricultural 
zones (Table 40). Government-owned sugar land accounted for 43 percent 
of the land planted in sugarcane and the private corrpanies controlled 27 
percent of the land planted in sugarcane. In addition, some 3,000 sugar 
colonos with 25 hectares each, on the average, grew almost 30 percent of 
the sugarcane crop in 1974. Previously, sugar colonos seldom planted more 
than 15 percent of the sugarcane crop. Colonos sell their sugarcane to 
the sugar coitpanies. 
Table 40. Area planted to sugarcane, harvested area, and production by region, crop year 1973-1974^ 
Region and Area planted to sugarcane Total har­ Average 
name of sugar mills Sugar mills Colonos Total vested area Production yield 
(1,000 ha) (1,000 ha) (1,000 MT) (MT/ha) 
Northern 
Esperanza (CEA) 2.2 2.2 2.2 174.1 78 
Amistad (CEA) 0.8 0.8 1.5 1.2 82.3 67 
Monte Llano (CEA) 2.8 3.5 6.3 5.9 302.4 51 
Region total 5.8 4.3 10.1 9.4 558.8 60 
Southwestern 
Barahona (CEA) 11.2 — 11.2 11.2 912.2 82 
Southeastern 
Catarey (CEA) 6.1 — 6.1 5.5 272.8 50 
Rio Haina (CEA) 37.2 12.0 49.2 34.5b 1,644.0 48 
Ozama (CEA) 9.1 11.7 20.8 13.7 706.0 52 
Boca Chica (CEA) 5.3 5.3 10.7 10.7 587.4 55 
Consuelo (CEA) 11.5 4.8 16.4 16.2 754.1 47 
Porvenir (.CEA) 7.4 2.5 10.0 10.0 386.2 39 
Quisqueya (CEA) 7.4 4.7 12.1 9.5 400.0 42 
Santa Fe (CEA) 7.1 2.8 10.0 8.4 386.7 46 
Caei (Vicini) 4.9 — —  4.9 3.8 163.0 43 
Cristobal Colon (Vicini) 13.2 — — 13.2 8.0 331.7 42 
Angelina (ViciniL 4.9 4.9 4.9 209.0 42 
Romana (G&W) 43.9 27.4 71.3 64.4 2,590.8 40 
Region total 158.1 71.3 229.5 189.4 8,432.0 45 
Total Republic 175.2° 75.6 250.8 210.0 9,902.9 47 
^Source: (13). 
^Source figure adjusted to include colonos. 
'^Excludes 6,700 ha administered by the mills but not planted to sugarcane. 
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The sugar companies reported 102,460 workers as employed in sugarcane 
production and sugar refining in 1974 (36) . Many of these workers are 
employed on a part-time or seasonal basis only. Approximately 80 percent 
of the sugar company workers are field hands. Data are not available 
about employment on colono farms. Also, Haitian laborers migrate season­
ally to the Dominican Republic for work in the sugarcane harvests. 
Statistics about these migrants are not available, but most estimates of 
the number of migrants range between 40,000 and 60,000 workers, annually. 
Haitians, among other things, are hired to avoid paying social benefits, 
which by law would have to be paid to Dominican workers. 
Unlike the manufacturing sector, labor's share in output varies sub­
stantially from year to year in the sugar industry. In 1960, labor's 
share amounted to only 27.3 percent of value added. Apparently the sugar 
companies sustained losses in 1964-66 when the total wage bill amounted 
to more than 100 percent of value added. Wages and profit shares paid to 
labor in the sugar industry are regulated by the government. Thus, 
although labor's share in output fluctuates substantially, annual changes 
in the total wage bill are moderate, and sugar workers' incomes are con­
siderably insulated from price swings for sugar. In 1974, field hands 
earned DR$482 in wages and bonuses, on the average, and refinery personnel 
earned DR$1,821. For the most part, sugar workers do not work full time. 
Annual increases in employment in the sugar companies averaged more 
than 4.0 percent during 1950-73, with the exception of 1962-66 when 
increases in employment did not reach one percent per year. Capital per 
worker in the sugar sector (defined to include sugarcane growing and 
refining) amomted to DR$2,090 per worker in 1973, which was equivalent 
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to about one-fourth the capital per worker in the manufacturing sector. 
Net real capital formation in the sugar companies has been minimal for 
more than a decade. During 1962-73 annual increases in the real value 
of the sugar companies' capital stock averaged only 0.5 percent. The 
last major investments in sugar were made in the late 1950s when the 
Esperanza mill was built. 
a. Production functions for the sugar industry^ Empirical pro­
duction functions can facilitate making judgments about the contributions 
of land, labor, capital, and technological change in production as well 
as provide insight about returns to scale. Table 41 presents time series 
regression estimates for the sugar industry during 1950-73 based on the 
Cobb-Douglas form of the production function. The sugar industry is 
defined to include sugarcane growing and sugar refining. 
In equation one in Table 41 the coefficients of the inputs were 
restricted to sum to unity implying constant returns to scale. Utilized 
capital is estimated to have a coefficient equal to 0.64 which suggests 
that increments in the capital stock can have a relatively important 
impact on sugar output. The capital variable is defined to include 
investments in land improvements. The coefficient for land is estimated 
to be 0.27. The marginal contribution of labor in production is small 
compared to capital and land; its coefficient is estimated to be 0.09. 
The addition of a time trend variable in equation one had virtually no 
effect on the estimates of the coefficients for capital, land, and labor. 
Furthermore, the estimated coefficient for time trend was not 
^This section is based on (22). 
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Table 41. Cobb-Douglas production functions for the sugar sector 
1. log Q/L = -2.230 + 0.638 log (K/L x CI) + 0.272 log A/L = .9991 
(-2.15)** (4.28)*** (2.29)** d = 2.06 
log O = -2.280+0,687 log(KxCI) + 0.192 log A + 0.058 log L = .9998 
(-2.14)** (4.31)*** (1.31) (0.61) d = 2.09 
The regressions are based on annual data for the period 1950-73. A 
generalized least squares routine available in (49) was used to correct 
for possible autocorrelation of the disturbance terms; i.e., the basic 
model was: Yj- = a + 6X^ + u^; u^- = pu^-i + et; e^ ~ iid(0,a2). The 
original data for equations one and two were transformed by p = .328 and 
p = .382, respectively. Only one iteration was performed. 
Calculated t statistics are presented in parentheses below the coefficient 
estimates; ***t significant at .01 level, **t significant at .05 level. 
Definition of variables ; 
Q = total national production of refined sugar 96° in millions of short 
tons 
K = real value of plant, land improvements, and equipment owned by the 
sugar companies in millions of 1962 pesos 
CI = capacity utilization index based on the average number of tons of 
sugarcane harvested per unit of capital stock deflated by the figure 
for 1960; i.e., the industry was considered to have operated at 100 
percent of capacity in 1960, a year of unusually abundant harvests. 
A = harvested land in thousands of hectares (does not include the colono 
subsector) 
L = thousands of workers employed by the sugar companies. 
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significantly different from zero, suggesting that no neutral techno­
logical progress occurred in the sugar industry during 1950-73. 
Equation two is based on the unrestricted form of the Cobb-Douglas 
production function, which permits estimation of returns to scale in 
sugar production. As in equation one, the estimated coefficient for 
utilized capital is relatively large but the estimates for labor and 
land are not statistically different from zero at the 0.10 level of sig­
nificance. The estimated coefficients for capital, labor, and land sum 
to 0.94 in equation two which suggests decreasing returns to scale in the 
sugar industry. Decreasing returns to scale could occur if land of 
increasingly marginal value were brought into production. 
b. Sugar policies Overall, the sugar sector appears to have been 
fairly successful in providing increasing numbers of workers with incomes 
at relatively low capital cost per worker. In the short run, the sector 
can continue to absorb labor provided that sugar workers do not organize 
to restrict employment. With current technology and organization and 
given the limited land bass for expansion of sugarcane growing, the 
ability of the sector to absorb labor continuously is limited. Eventu­
ally, productivity per worker must increase to provide for a rising 
standard of living. This probably cannot occur if idle labor sits by 
while heavy machinery is used in large-scale field operations. A 
socially desirable organization of the sugar sector should encourage 
maximum use of labor. 
There is considerable ambivalence about sugar policies in the 
Dominican Republic. Annual fluctuations in the production of sugar and 
in world sugar prices are major sources of short term instability in the 
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econony, particularly in the public sector which depends on sugar 
profits and e3Ç)ort taxes for revenue. Recent increases in sugar 
prices and Law 314 of 1972, which exempts sugarcane land from agrarian 
reform, have encouraged expansion in sugar production — especially 
in the colono subsector. On the other hand, a Government Decree was 
issued in 1975 which stipulates that additional land should not be 
planted to sugarcane in order to free land for needed production of 
staples C.51) . 
The sugar companies are targets of many persons who advocate 
expanded programs of agrarian reform. Both the CEA and G&W are dis­
tributing parts of their land holdings to farmers whom they train in 
sugarcane production. G&W plans to distribute ten percent of its land 
to small sugarcane farmers, but no timetable has been set for this. 
The redistribution of sugar land is not a part of the Dominican Eepublic's 
formal agrarian reform program. 
Historically, throughout the world, sugar industries mainly 
have been organized about large plantations to facilitate coordination 
and control of field operations and refining. Clearly, the Dominican 
Republic is not an exception to this general rule. Jamaica, a 
nearby island, may be a good example of a sugar industry where small 
farmers produce the bulk of the sugarcane. In 1966, more than 
28,700 farmers produced 51 percent of the sugarcane delivered to 
factories. Regulation and control of the industry seem to proceed 
efficiently and smoothly [81. Jamaica may be a relevant example for 
the Dominican Republic. 
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4. Agrarian reform 
During 1962 to 1975 the Dominican government acquired 318,250 hec­
tares in its land reform programs. This land was acquired as follows: 
46,359 hectares were purchased from private landholders; 147,873 hectares 
were recovered public land; 48,465 hectares were idle or vacant land; and 
75,553 hectares were expropriated latifundios or "special quota" land.^ 
Acquisition of land by special quota occurs when the government makes an 
improvement on land, that is, the improvement is paid for in land. Land 
acquired by the government is either turned over to the IAD for distribu­
tion in agrarian reform projects, or placed in state farms ^ or placed in 
experimental farms, or left with previous tenants until it can be absorbed 
in government programs. 
a. The Dominican Agrarian Institute The IAD is a semi autonomous 
agency charged with carrying out agrarian reform in the Dominican Repub­
lic. Since 1962 the IAD has settled 36,353 families on 179,200 hectares, 
equivalent to about 50 percent of the estimated total increase in rural 
households for the period. Most of the IAD's program is in the Northern 
region C57 percent of the families settled) . Besides administering these 
recent settlements, the IAD also administers 140,770 hectares distributed 
in "Colonatos" during Trujillo's administration prior to 1962 (Tables 42 
and 43) . Colonatos are small colonies located mainly along the Haitian 
border. In total, almost 320,000 hectares in settlements are administered 
by the IAD, which is equivalent to about 11.5 percent of the total land in 
farms in the Dominican Republic. In addition, the IAD manages various 
state farms that contain an estimated 33,770 hectares. 
^Figures taken from USAID (60). 
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Table 42. Agrarian reform settlements: Number of persons and land area 
settled, 1961-19763 
Year 
Number 
of 
families 
Number 
of 
persons 
Land 
area 
Land 
area per 
family 
Land 
area per 
person 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
Cumulative 
total 
11,451 
863 
719 
2,214 
321 
1,991 
1,447 
2,057 
1,243 
3,670 
6,498 
8,324 
1,800 
2,044 
3,162 
84,526 
6,184 
5,441 
16,639 
1,961 
14,797 
10,745 
16,087 
10,037 
27,251 
48,078 
63,510 
13,634 
15,330 
23,715 
(ha) 
140,771 
3,848 
3,985 
11,533 
2,496 
10,179 
6,903 
9.765 
4.766 
17,568 
37,539 
40,461 
9,105 
9,946 
11,098 
(ha) 
12.3 
4.5 
5.5 
5.2 
7.8 
5.1 
4.8 
4.7 
3.8 
4.8 
5.8 
4.9 
5.1 
4.8 
3.5 
(ha) 
1.7 
0.6 
0.7 
0.7 
1.3 
0.7 
0.6 
0.6 
0.5 
0.6 
0.8 
0.6 
0.7 
0.6 
0.5 
47,804 357,935 319,963 6.7 0.9 
^Source: (26). 
^Total colonization through 1961. 
Table 43. Numbers of agrarian reform districts, land area in districts, and families settled by 
zone, 1975a 
Colonization prior to 1962 Settlements 1962-1975^ 
No. of Total Area Area 
settlement area in No. of No. of per No. of per 
Zone districts districts families'' Area families family Area families*^ family 
(ha) (ha) (ha) (ha) (ha) 
Northwestern 23 29,504 5,073 16,125 1,715 9.4 13,379 3,358 4.0 
Northern 24 26,370 5,465 1,927 838 2.3 24,443 4,627 5.3 
Northeastern 18 113,224 14,214 60,863 3,510 17.3 52,361 10,704 4.9 
Southwestern 16 25,970 4,791 17,839 2,741 6.5 8,131 2,050 4.0 
Southern 19 25,776 2,391 19,590 888 22.1 6,186 1,503 4.1 
Central 23 34,356 5,077 1,439 163 8.8 32,917 4,914 6.7 
Eastern 14 50,263 6,993 22,989 1,596 14.4 27,274 5,397 5.1 
Total 137 305,462 44,004 140,771 11,451 12.3 164,691 32,553 5.1 
^Source; (26). 
^Executed through July, 1975; includes collective farms. 
"^At date of settlement. 
113 
b. Collective farms IAD settlements were made entirely on an 
individual family basis until 1972. Recent acquisitions of riceland by 
the IAD under Law 290 of 1972 have been organized into collective farming 
units. Group farming is viewed by public officials as an improved way of 
providing landless rural families with employment and access to services. 
It is anticipated that increased productivity will be achieved, also. All 
too often individual settlements have not resulted in increased output. 
Partly, this stems from the inability of the SEA and IAD technicians to 
provide services and training to agrarian reform beneficiaries. It is 
expected that economies of scale can be realized in the provision of 
technical services through group faming. 
"Asentados" in collective farms receive provisional certificates to 
a part of the land in their farms but are expected to work all of the land 
in common. Collective members receive monthly subsistence advances (rang­
ing from DR$2.00 to DR$4.00 per day! from the IAD and a share of the 
profits after harvest when production loans and advances have been paid 
off. Collective farms tend to be highly dependent on flows of public 
resources and services, especially management. The Agricultural Bank 
(AgBankî is playing a key role in the financing of production activities 
on these farms. Marketing is controlled tightly by INESPRE which imports 
rice and is the sole wholesaler of domestic rice. The ultimate success of 
collective farms in raising productivity and living standards of rural 
people is dependent on group solidarity of the collective members (23) . 
There are 92 collective rice farms with memberships ranging from 3 to 
more than 100 members. Perhaps one-third of the land distributed in 
agrarian reform projects during 1972-75 went into collective rice farms. 
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Law 290 provides for all privately owned rice farms over 31.4 hectares in 
size and irrigated by govemment-built canals to be turned over to the 
IAD. In addition to rice collectives, there are five collectives devoted 
to fruits and one collective is devoted to livestock. Collective farms 
have about 3 hectares per member, on the average. 
c. State farms In addition to administering agrarian reform proj­
ects , the IAD manages eight state farms with a total of 33,677 hectares 
(Table 44). Two of the farms, Oviedo and Isabela, have been owned by the 
government since the mid 1950s and are devoted mainly to cotton produc­
tion. Six farms were recently acquired from private landholders and are 
devoted to the production of domestic food. The IAD operates the state 
farms with two important objectives in mind: (a) to achieve rapid 
increases in the supplies of basic foods, and (b) to create new sources 
of employment. Relatively little is known about how the state farms con­
tribute to long term social developmental objectives in the Dominican 
Republic. 
Most of the land in the state farms appears to be in intensive culti­
vation. Machinery is employed in production processes, but its use is 
intended to facilitate creation of jobs for rural people. An estimated 
6,000 farmers are employed in state farms. The Banegas-La Canela and 
Batey Ginebra farms in the Sabaneta de Yasica area of the northern zone 
are producing annual and perennial crops on land which was in pasture 
until 1974. This has contributed to increase employment in the area. 
Further increases are expected as plans to place additional pasture in 
crops are implemented. Shortages of water for irrigation is a critical 
limiting factor in some areas. 
Table 44. State farms administered by the Dominican Agrarian Institute, 1975^ 
Name of farm Year^ Province Area Principal crops 
Manzanillo 
Banegas-La Canela 
Batey-Ginebra 
Anzonia 
Vicente Noble 
San Ramon 
Oviedo 
Isabela 
1970 Monte Cristi 
1974 Santiago 
1973 Espaillat 
1968 Azua 
1971 Barahona 
1975 Bahoruco 
Prior 1960 Barahona-Pedemales 
Prior 1960 Puerto Plata 
(ha) 
12,578 Sorghum, bananas, corn, tomatoes 
1,446 Plantains, cassava, sweet potatoes 
2,516 Plantains, com, red beans 
6,603 Plantains, peanuts, tomatoes 
283 plantains 
1,132 In development 
7,547 Cotton 
1,572 Cotton 
Total 33,677 
^Source: (27). 
^Refers to year taken over by the state. 
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C. Gross Output and Resource Utilization in the Major Farming Subsectors 
The previous section concerned the institutional organization of the 
Dominican farm sector. Basically, three major farming subsectors can be 
distinguished: a small farm subsector, medium sized farms, and large 
farms. The small farm subsector can be considered as all farms with 5.0 
hectares or less plus the recent IAD collective farms. The medium sized 
farm subsector consists of farms with 5.0 to 49.9 hectares, and the large 
farms have 50.0 hectares or more. This section concerns output and gross 
resource utilization within these three major subsectors in 1975. 
1. Land utilization by size of farm 
Most of the Dominican Republic's pastureland (64.4 percent) and 
almost half the cropland (46.5 percent) are in the large farm subsector. 
The medium sized farms have about 28 percent of the cropland and pasture-
land. Small farms have 25.2 percent of the cropland and only 7.2 percent 
of the pastureland (Table 45) . A prominent feature of land use patterns 
in Dominican farms is the decreasing proportion of total land in crops as 
the size of farm increases. About 68 percent of the land in small farms 
is in crops, whereas less than 40 percent of the land in large farms is 
in crops. Normally, land in crops is more work-intensive than land in 
other uses, such as pasturing livestock. Unfortunately, little is known 
about the distribution of land by its potential productive capacity within 
the different farm size classes. The large farms may have more than their 
share of low quality land. On the other hand, there may be some areas of 
good soils in large farms that could be used more intensively if access 
could be obtained by landless workers or small farmers. 
Table 45. Estimated total land use patterns by size of farm, 1975 
Farm size class 
Number 
of farms 
Average 
farm 
size 
Area in 
farms 
Cropland Pasture Other 
Area Percent Area Percent Area Percent 
(ha) 
Less than 5.0 
5.0-49.9 
50.0 and more 
(1,000s) 
254.2 
62.8 
7.1 
1.8 451.3 
13.0 819.2 
206.4 1,465.7 
304.6 25.2 
340.8 28.3 
561.0 46.5 
(1,000 ha) 
85.3 7.2 61.4 17.9 
336.7 28.4 141.7 41.3 
764.8 64.4 139.9 40.8 
Total 324.1 8.4 2,736.2 1,206.4 100.0 1,186.8 100.0 341.0 100.0 
Estimates of the number of farms are based on 1971 agricultural census 
data, adjusted for recent agrarian reform settlements. Estimates of 
land use by farm size class are based on CRIES data and land use 
information in the Agricultural Sector Survey. Data for the largest 
farm size class are calculated residuals. 
The analysis of agricultural sector resource use in the Dominican 
Republic is handicapped by an inconsistent and inadequate data base. 
Statistics in Tables 45-55 were pieced together from data in the 
Agricultural Sector Survey, CRIES Land Resources Inventory, and 
National Income Accounts. Unfortunately, a framework for documenting 
inconsistencies and identifying inadequacies in data is not available, 
and the reader is cautioned about the low reliability of statistics 
in the remainder of this study. 
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2. Gross agricultural output by subsector 
Gross agricultural production statistics reflect how effectively the 
agricultural sector utilizes its total resources. Gross agricultural 
output can be defined as the farmgate value of all crops, livestock, and 
processed raw agricultural products produced on farms, including produc­
tion destined for market and production for on-farm use. This section 
examines total, per farm, and per hectare gross production statistics for 
the major farming subsectors. 
In 1975, total gross output of agricultural products amounted to an 
estimated DR$844.6 million in current 1975 prices. The large farm sub-
sector produced an estimated DR$457.1 million, equivalent to 54 percent of 
total agricultural output. The figure for the large farms was influenced 
by unusually favorable prices for export products, especially sugarcane. 
The small and medium sized farm subsectors accounted for an estimated 21 
percent and 25 percent of total output, respectively. 
On a per farm basis, output in the large farms averaged more than 
DR$64,000, whereas output par small farm averaged only DR$695. Medium 
sized farms ejqserienced an average output of DR$3,360 which is almost five 
times the average output in small farms. Much of the income derived in 
large farms accrues to the government which owns various sugar estates and 
the state farms. 
Small farmers utilize their land more intensively than medium and 
large sized farms. Based on data in Tables 45 and 46, it is estimated 
that gross output per hectare of utilized land in the small farms amounted 
to DR$452 as compared to DR$311 in medium sized farms and DR$345 in large 
farms. Utilized land is defined as the sum of cropland and pastureland. 
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Table 46. Agricultural sector gross production and value added by farm 
size class, 1975 
Crops 
excluding 
sugarcane Sugarcane^ Livestock Total 
(1,000 DR$) 
Gross production 
Farms with 5.0 ha or less^ 119,281.4 — 57,151.0 176,432.4 
Farms with 5.0-49.9 ha^ 98,931.7 59,623.0 52,525.2 211,079.9 
Farms with 50.0 ha and moreC 191,570.9 169,412.0 96,104.6 457,087.5 
Total° 409,784.0 229,037.0 205,780.8 844,601.8 
Inputs^ 35,582.4 35,582.4 24,430.4 98,595.1 
Value added^ 
Crops and livestock 374,201.6 193,454.6 178,350.4 746,006.7 
Forestry and fishing 19,064.6 
Total 765,071.3 
^ased on CRIES and INAZUCAR data, and assumption that half the total 
inputs were used in sugarcane. 
bgased on Agricultural Sector Survey and CRIES data. 
^Calculated residual. 
Asased on national income accounts. 
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Basically, the small farmers apply more labor per hectare than the 
medium and large sized farms. Many of them produce mainly for subsis­
tence and, therefore, are strongly motivated to use their limited 
resources for maximum production. About 30 percent of total output in 
small farms is attributable to livestock products, particularly poultry 
and pigs. 
Similarly, coitparing gross production in crops per hectare of 
cropland, it is estimated that small farms averaged DR$392 per hectare, 
medium sized farms averaged DR$465 per hectare, and large farms averaged 
DR$643 — substantially more than in the small and medium sized farms. 
The large farms, which are relatively specialized to production for 
export, have the best access to fertilizers, credit, and other agricul­
tural inputs including technical assistance. Nevertheless, 1975 may 
not be a fair year for comparison since sugarcane prices averaged 
DR$24.53/MT, which is three times the normal level. It is estimated 
that each hectare in sugarcane provided an average output of DR$927 
in 1975 which compares to DR$358 per hectare in other crops in medium 
sized farms and DR$506 per hectare in other crops in the large farms. 
3. Labor 
On an annual basis, there is widespread underemployment of rural 
labor in the Dominican Republic. The total rural and small town work 
force is estimated at 881,300 economically active persons in 1975, 
exclusive of child labor (Table 28). Total employment in farms 
amounted to an estimated 94.9 million man-days (Table 47). Assuming 
210 man-days per year, 451,900 man-years were employed in agriculture 
121 
Table 47. Total employment in agriculture by size of farm, 1975 
Crops Admin. 
excluding Sugar- Live- Maint. 
Farm size class sugarcane^ cane^ stock& and other^ Total 
(1,000 man-days) 
5.0 ha or less 18,641.5 — 5,220.4 8,538.8 32,400.7 
5.0 ha-49.9 ha 12,940.2 3,280.0 4,612.8 5,894.3 26,727.3 
50.0 ha and more 19,369.0 9,320.0 2,447.4 4,640.3 35,776.7 
Total 50,950.7 12,600.0 12,280.6 19,073.4 94,904.7° 
^ased on per hectare labor use coefficients in Agricultural Sector 
Survey (57) and major land use data in Table 36. 
^Estimates for sugarcane are based on the assumptions that 80,000 
laborers worked 157.5 days each, on the average. 
^Assuming 210 man-days per man-year, 451,900 man-years were employed 
in agriculture in 1975. 
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in 1975.^ That is, if work were distributed evenly throughout the year, 
451,900 adults could have been employed full time. However, agricultural 
work is not distributed evenly throughout the year and many farmers work 
part time. Moreover, child labor accounted for almost 13 percent of the 
available labor in farm households.^ Consequently, less than 45 percent 
(393,600 man-years) of the available adult labor in small tcwns and rural 
4 
areas was employed in farming. Perhaps, work in other occupations 
accounted for an additional 30 percent of the available labor, but this 
is not known. The large farm subsector accounted for an estimated 38 
percent of total agricultural eirployment, and the medium sized and small 
farm subsectors accounted for 28 and 34 percent of employment, respec­
tively. 
Any assumption regarding man-days of labor available in one man-year 
in Dominican agriculture is open to question. The SEA's office of plan­
ning uses 130 days for persons 65 years and older, 210 days for males 
between 15 and 64 years, 60 days for females between 15 and 64, and 25 
days for children less than 15 years. 
2 Monthly indices of employment in crops are available for the small 
and medium sized farm subsectors. Peak labor requirements occurred in 
November and December, when enployment was 18 percent and 21 percent, 
respectively, above average requirements. Unfortunately, these indices 
do not reflect employment in the sugar subsector. Consequently, data are 
not available to estimate peak and slack period labor requirements for 
the total agricultural sector. Using available data and the monthly 
indices for small and medium sized farms provided an estimated employment 
rate of only 71 percent in December, 1975. Seasonal employment should be 
studied. 
^See Dominican Republic Agricultural Sector Analysis, Stat. Working 
Document No. 6, Capital, Fertilizer, Tenancy and Use of Land, USAID and 
Secretariat of State for Agriculture of the Dominican Republic, December, 
1977 (57) . 
'^The estimate of 393,600 man-years, which is based on farm survey 
data and statistics about the sugar subsector, is remarkably close to the 
estimated 401,600 man-years in Table 30. 
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According to the Agricultural Sector Farm Survey, small farm house­
holds (farms with 0.5 to 4.9 ha) were estimated to have 538 man-days per 
year of available household labor, on the average. Employment on these 
small farms, including hired labor, amounted to 163 man-days per farm, 
which is equivalent to only 30 percent of the estimated labor available 
in small farm households. Small farm households were found to have an 
average of 1.6 adult males. Even if all of the work in small farms had 
been performed by the adult males in small farm households, without any 
hired labor, and assuming 210 work days per man-year, the employment rate 
for adult males in small farms would not have reached 50 percent in 1975. 
Members of many of the small farm households have to work off the farm to 
supplement meager farm incomes. They, along with members of landless 
rural households, members of microfarm households, and Haitian migrants, 
work part time in the large farm subsector which is highly dependent on 
hired labor. 
Small farms apply more labor per hectare than medium and large sized 
farms. Employment per hectare of utilized land in small farms amounted 
to 82.3 man-days in 1975, medium sized farms employed 39.0 man-days , and 
the large farms employed only 17.8 man-days, on the average. Much of the 
difference in per hectare employment rates by farm size is attributable to 
the land extensive nature of livestock activities in the large farm sub-
sector. On cropland, small farmers apply only 20 percent and 30 percent 
more labor per hectare than the large farms and medium sized farms, 
respectively [Table 48i. These figures do not include employment in 
sugarcane production which appears to be highly labor intensive and is 
concentrated mainly in the large farms. On the average, medium sized 
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Table 48. Labor utilization per hectare and output per man-day by farm 
size, 1975^ 
Small Medium Large 
Farm size class farms farms farms 
Total employment/utilized ha^ 
Employment in crops/ha in crops^ 
Labor utilization (man-days/ha) 
82.3 39.0 17.8 
61.2 46.8 51.2 
Output (DR$/man-day) 
Total output/man-day^ 5.45 6.62 13.76 
Output in crops/man-day in crops° 6.41 7.69 13.81 
Output in livestock/man-day in livestock 10.95 11.39 39.27 
^Source: (57). 
^Includes employment in general administration, maintenance, and 
other general farm activities. 
^Does not include sugarcane land. 
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farms apply less labor per hectare of cropland than the small and large 
farms. Also, they es^rience the lowest gross output per hectare in 
crops. A number of factors may explain this: (1) Medium sized farmers 
may emphasize the production of crops requiring relatively low labor in­
puts, such as com or certain tree crops. (2) The medium sized farms may 
be a relatively "forgotten" subsector in the provision of technical assis­
tance and other services. The large farms traditionally receive anple 
attention because of their importance in production. Recent legislation 
and policy increasingly have emphasized the small farm subsector because 
of its poverty. (3) The medium sized farms may have inferior land. 
Gross output per man-day amounted to DR$5.45, DR$6.62, and DR$13.76 
in the small, medium, and large sized farms, respectively. Large farms 
have more capital and land per worker than the small and medium sized 
farms. Consequently, output per worker is highest in the large farms. 
The large farms are relatively specialized to cattle raising, which is 
a labor extensive activity. In a sense, the large farms are constrained 
by labor since the family labor force is small relative to the farm's 
physical resources. But, large farms can hire labor. Even if production 
methods and land quality were uniform in farms of different sizes, labor 
market imperfections or social factors could cause labor to be in rela­
tively short supply to the large farms, and it would be rational for them 
to specialize in relatively capital intensive activities. The average 
daily wage for hired labor in the large farms amounted to DR$2.53 and in 
the small farms DR$2.16, representing a differential of 17 percent. This 
may be a significant difference, indicating that labor market imperfec­
tions exist in the rural sector. . 
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4. Gross agricultural income and distribution 
Data about the distribution of gross agricultural output by farm size 
classes are not adequate for describing rural income distribution patterns. 
Members of the small farm households engage in off-farm work to supplement 
their incomes. The large farm subsector is the major source of work for 
"excess" labor in small farm households and for landless rural families. 
Consequently, part of the agricultural GDP derived in the large farms 
accrues to the landless and small farm households as wages. The average 
GDP per farm household amounted to an estimated DR$2,302 in 1975. If wage 
payments amounted to one-fourth of the estimated GDP in the large farms 
and if all of the value added in forestry and fishing accrues to small 
farmers and landless workers, gross income per household in the small farm 
and landless households would have been an estimated DR$957. This com­
pares to estimates of DR$2,805 per medium sized farm household and 
DR$43,398 per large farm household. Much of the income in the large farm 
subsector accrues to the government. Overall, about 80 percent of the 
farming population received less than 36 percent of the gross farm income 
(Table 49). Based on the Agricultural Sector Survey, small farm house­
holds (0.5 to 4.9 ha), experienced a net farm income of DR$895, on the 
average. These figures compare to the overall national average GDP per 
household estimated at DR$4,840 in 1975. Thus, average household income 
in the small farm and landless rural worker households amounts to about 
one-fifth the national average. It is unfortunate that recent consumer 
survey data are not available for describing and analyzing rural and 
urban income distribution patterns. 
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Table 49. Distribution of agricultural income in major farming subsec-
tors, 1975 
No, of Average 
Total house- income 
Subsector income^ Percent holds^ Percent 
household 
(1,000 DR$) (DR$) 
Large farms 308,124.5° 40.8 7.1 2.0 43,398 
Medium farms 176,184.0° 23.3 62.8 17.8 2,805 
Small farms and land­
less households 271,088.4 35.9 283.4 80.2 957 
Total 755,396.9 100.0 353.3 100.0 2,138 
^Income figures are based on estimates of value added by subsector 
and the assuitptions that ; one-fourth of value added in crops, excluding 
sugarcane, and livestock accrued to the small farm and landless house­
holds; 15 percent of the value added in sugarcane accrued to the small 
farm and landless households, and 5 percent of the value added in sugar­
cane {DR$9,500,000) accrued to Haitian migrants; all of the value added 
in forestry and fishing accrued to the small farm and landless households. 
^Assumes one household per farm, and includes rural and small town 
laborer households. 
"^Incomes in the large and medium sized farms were affected by 
unusually favorable sugarcane prices in 1975. The average price of 
DR$24.53/MT was approximately three times normal levels. However, pro­
duction was about 8 percent below normal levels. 
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D. Summary; Improving Income Distribution in the Rural Sector 
Although agrarian reform has been in progress since 1962, the Domini­
can Republic's actual latifundio-minifundio landholding structure never­
theless causes "excess" labor to be compressed into a large number of very 
small farms and into an underemployed landless labor force. A recognition 
of this and an awareness that the immediate prospects for additional 
employment in the cities are extremely limited have led to an active 
interest in e3ç>anded programs of agrarian reform and other measures to 
slow rural-urban migration and to achieve a generally more equal distri­
bution of rural income. 
Recent agrarian reform settlements mainly have been on cropland, and 
the government has emphasized collective settlements over individual 
parcels to facilitate the extension of technical services. Overall, the 
small farms achieved the highest average productivity per hectare of 
utilized land in 1975. But their output per hectare in crops was below 
that of the largest farms. Unusually high prices for export crops which 
are mainly grown in the large farms accounted for part of this difference. 
It would appear that shifting cropland out of the largest farms into the 
small farm subsector could increase employment per hectare by as much as 
20 percent. But output might fall on redistributed land unless produc­
tivity programs or crop diversification are implemented. Initially, 
agrarian reform could be concentrated on underutilized pastureland. 
Several of the recent state farms in the Northern region have been highly 
successful in raising crops on land that was once considered suited only 
for pasture. 
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V. POLICIES AND PROGRAMS FOR THE RURAL SECTOR 
The main concern of rural development is assisting the rural poor 
to ingrove their levels of output and living, and making the process of 
their development self-sustaining. Rural development involves growth and 
change. Growth can be measured by increases in output and improvements 
in the levels of living of rural people. Change involves modifying basic 
rural structures and creating new institutions for disseminating improved 
technologies, and the gradual shifting of rural people's attitudes from 
traditional to modern orientations CL7) . This chapter concerns how 
expanded programs of agricultural and rural development can contribute 
to general economic growth and social development objectives in the 
Dominican Republic. 
A. Projection of the Rural Situation to 1990 
Rural development in the Dominican Republic should be viewed in the 
context of a rural society undergoing rapid urbanization. In 1975, 63 
percent of the population lived in the rural sector (defined to include 
farming areas and small towns). By 1990, only 50-55 percent of the popu­
lation is projected to be in the rural sector and, by the year 2000, this 
proportion is projected to decline to between 41 and 46 percent. Most of 
the requirements for new jobs will be in the cities. If current trends 
hold, the number of new job requirements in the cities could average 
almost 52,000 jobs annually during 1975-2000. About one-third of 
these urban job requirements would be for rural migrants (see Chapter 
III) . 
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In the irural sector, the number of new job requirements is projected 
to average between 19,000 and 26,000 jobs, annually, depending on rural-
urban migration. Most — perhaps 65 to 75 percent — of these job 
requirements will be in agriculture. The remainder will be for nonfarm 
occupations in a rural setting. Overall, approximately 75 to 80 percent 
of the total national requirements for new jobs are projected to be in 
nonagricultural occupations. Preparing rural people for nonagricultural 
jobs and urban lifestyles could be an important element of rural develop­
ment in the Dominican Republic. And, a concomitant of rural development 
would be an effective set of national policies and programs to create 
urban employment opportunities. 
The above does not mean that agricultural development and errployment 
can be neglected. The need for increased agricultural output is very 
great, considering the anticipated increases in demand for food due to 
rising incomes and the widespread desire for nutritional improvements. 
Failure to reduce unemployment and underemployment in agriculture and to 
create additional jobs will exacerbate urban unemployment problems. 
Moreover, it may be easier and cheaper to create productive jobs in 
agriculture than in other sectors. Following paragraphs examine the 
rural situation in more detail. 
The total number of farms in the Dominican Republic is projected to 
increase from an estimated 324,000 farms in 1975 to 360,900 farms in 
1990 CTable 50). Vhis projection is based on the rate of land tenure 
redistribution through agrarian reform during 1962-75 and the assumption 
that there will be no subdividing of farms in the private sector. That 
is, it is expected that a total of 36,400 new farms will be created on 
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Table 50. Number of small farms and land in farms by region, 1975, and 
projection to 1990 based on trends in agrarian' reform 
Region 
Northern 
South­
western 
South­
eastern 
Total 
Republic 
Year 1975 
Total no. of farms (1,000s) 170.6 62.0 91.9 324.5 
No. of small farms (1,000s) 136.0 48.8 69.5 254.2 
Farms with 0.5-4.9 ha 
Microfarms (less than 0.5 ha) 
(108.5) 
(27.5) 
(43.5) 
(5.3) 
(52.6) 
(16.9) 
(204.6) 
(49.6) 
Land in small farms (1,000 ha) 233.7 90.1 127.5 451.3 
Land in farms with 50 ha or more 628.4 110.4 726.8 1,465.7 
Average size of small farms (ha) 1.7 1.8 1.8 1.8 
Year 1990 
Total no. of farms (1,000s) 191.5 66.0 103.4 360.9 
No. of small farms (1,000s) 156.9 52.2 81.0 290.6 
Land in small farms (1,000 ha) 333.9 106.0 194.3 634,2 
Land in farms with 50 ha or more 528.2 94.5 660.0 1,282.8 
Percent change land in large fanns 15.9 14,4 9.2 12,5 
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some 182,900 hectares in the largest farms through agrarian reform. This 
would be equivalent to about one-third of the estimated cropland in large 
farms (Table 51). Based on previous settlement patterns, 20,900 new farms 
and 100,200 hectares of redistributed land would be in the Nortliern 
region, 4,000 new farms and 15,900 hectares would be in the Southwestern 
region, and 11,500 farms and 66,800 hectares would be in the Southeastern 
region. Total land in the large farm subsector would fall from an esti­
mated 1,465,710 hectares in 1975 to 1,282,800 ha in 1990, representing a 
decrease of less than 13 percent. Even if rapid rural-urban migration 
persists, the total number of rural households is projected to increase 
from an estimated 475,400 households in 1975 to 594,100 households in 
1990, an increase of 118,700 households (Table 52). Of this increase, an 
estimated 52,700 heads of households would be engaged in nonagricultural 
occupations. The remainder, 66,000 heads of households, would be farmers 
or common laborers. If rural-urban migration were to slow, the number of 
additional agricultural households could reach 91,700 households by 1990 
(Table 53). The projected increases in the numbers of agricultural 
households are considerably more than the projected increase in the number 
of new farms through agrarian reform. By 1990, the nuirber of landless 
households in agriculture could reach 83,500 households, which is triple 
the current number. The members of landless households would primarily be 
dependent on the large farm subsector for work and income. 
Many of the small farm and rural common laborer households are among 
the poorest members of Dominican society. Their average incomes are esti­
mated to be below one-fifth the national average household income. Agri­
cultural development programs and rural reform could be tailored to assist 
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Table 51. Total land and utilization in large farms by region, 1975^ 
Region 
Land use category Northern 
South­
western 
South­
eastern Total 
(1,000 ha) 
Total land 628.4 110.4 726.8 1,465.7 
Cropland excluding sugarcane 157.7 66.1 154.6 378.3 
Sugarcane land 12.2 12.4 158.1 182.7 
Pasture and rangeland 396.6 24.8 343.3 764.8 
Other 61.9 7.1 70.8 139.9 
^Large farms include farms with 50 ha and more. 
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Table 52. Number of rural heads of households and occupations by region, 
1975, and projections 1980-2000 (rapid rural-urban migration)^ 
Year 1975 1980 1985 1990 2000 
(1,000 households) 
Northern Region 
Total rural 247.1 263.5 281.0 299.0 336.5 
Farmers and laborers 176.1 185.5 195.0 204.4 221.7 
Other occupations 71.0 78.1 85.0 94.6 114.8 
Southwestern Region 
Total rural 85.9 94.9 105.5 117.5 145.5 
Farmers and laborers 58.6 53.4 59.5 75.2 90.4 
Other occupations 28.3 31.5 35.0 ,41.4 55.1 
Southeastern Region 
Total rural 141.4 154.9 157.1 177.6 185.8 
Farmers and laborers 102.6 111.1 127.8 122.8 119.5 
Other occupations 38.8 43.8 39.3 54.8 55.2 
Total Republic 
Total rural 475.4 513.4 553.6 594.1 657.8 
Farmers and laborers 337.4b 359.9 382.3 403.4 432.2 
Other occupations 138.0 153.5 171.3 190.7 235.5 
^Includes rural and small tcwn households (small tcwns have less than 
10,000 inhabitants). 
^Excludes an estimated 15,100 farmers in cities with 10,000 inhabi­
tants or more. 
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Table 53. Number of rural heads of households and occupations by region, 
1975, and projections 1980-2000 (slow rural-urban migration)^ 
Year 1975 1980 1985 1990 2000 
(1,000 households) 
Northern Region 
Total rural 247.1 271.1 293.4 318.9 377.2 
Farmers and laborers 176.1 192.5 206.7 223.1 259.9 
Other occupations 71.0 78.6 86.7 95.8 117.3 
Southwestern Region 
Total rural 86.9 98.1 109.5 121.1 150.0 
Farmers and laborers 58.6 66.6 73.2 79.4 95.2 
Other occupations 28.3 31.5 36.3 41.7 54.8 
Southeastern Region 
Total rural 141.4 150.7 165.8 183.0 223.8 
Farmers and laborers 102.6 107.0 116.3 126.6 149.3 
Other occupations 38.8 43.7 49.5 56.4 74.5 
Total Republic 
Total rural 475.4 518.4 568.7 623.1 751.0 
Farmers and laborers 337.4b 365.1 396.1 429.1 504.3 
Other occupations 138.0 153.3 172.6 194.0 246.7 
includes rural and small town households (small towns have less than 
10,000 inhabitants). 
^Excludes an estimated 16,100 farmers in cities with 10,000 inhabi­
tants or more. 
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these groups, directly. Other programs might be needed to assist non-
agricultural households. 
B. Land Tenure Redistribution 
Insufficient land is a major constraint to increasing output and 
employment in the small farm subsector. The purpose of land redistribu­
tion is to provide small farm households and certain landless rural 
families with sufficient land to peirmit them to achieve "acceptable" 
incomes and levels of employment. 
The potential scope for agrarian reform in the Dominican Republic 
appears to be very substantial. If the amount of land in the small farm 
subsector was increased to 902 ,600 hectares (double the amount in small 
farms in 1975) , output and employment in small farms could be approxi­
mately doubled without productivity programs. The average small farm 
size would be 3.6 hectares, and the amount of land in the large farm 
subsector would be reduced by 451,300 hectares, which is equivalent to 
about one-third of the land in large farms. Such a program would reduce 
the need for the members of small farm households to work off the farm, 
but would not assist landless agricultural households. Indeed, as land 
was transferred out of the large farms, landless households probably 
would experience increasing difficulties finding work. Any tendency 
for the large farms to adopt labor saving production methods would add 
to the problems of landless households. Agrarian reform could be 
broadened to include landless households. If all of the estimated 
landless agricultural households (58,800 households) in 1990 were included 
in agrarian reform, an additional transfer of 211,600 hectares would be 
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required to provide an average of 3.5 hectares to these households. In 
total, a transfer of about 662,800 hectares would be required, equivalent 
to half the utilized land in the large farm subsector. If the small farms 
achieved the average productivity per hectare in small farms in 1975, they 
would provide an average gross output of about DR$1,630 per farm. 
1. Production impact 
The impacts of agrarian reform on agricultural output, eirployment, 
and the distribution of rural income can be estimated. Utilized land in 
the large farms provided an estimated gross output per hectare of DR$372 
in 1975. Small farmers use their land more intensively than the large 
farm operators. They produced DR$452 per hectare, on the average. If 
agricultural land can be considered as homogeneous y it would appear that 
without any productivity increasing programs, the transfer of farm land 
out of the large farm subsector into the small farm subsector would 
result in a DR$80 per hectare increase in the annual gross output of 
agricultural products. Based on current production patterns and prices, 
transferring half the land in the large farm subsector to the small farm 
subsector would increase the gross annual output of agricultural products 
by about DR$53,200 ,000, which is equivalent to 6.3 percent of the total 
gross agricultural output in 1975 (Table 54). If such a program were 
implemented gradually during 1975-1990, one-third of a percentage point 
could be added to the gross agricultural growth rate. 
The hypothetical agrarian reform program would raise the amount of 
utilized land in the small farm subsector from 389,900 hectares to 
1,052,800 hectares, an increase of 170 percent. Similarly, gross output 
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Table 54. Agrarian reform: Estimated impacts on output, employment, and 
rural incomes, 1975-1990 
Farm size 1975 1990 
Gross output (1,000 DR$) 
Value Percent Value Percent Impact 
Small farms 176,554.2 20.9 476,185.0 53.0 +299,630.8 
Medium and large farms 668,047.6 79.1 421,630.4 47.0 -246,417.2 
Total 844,601.8 100.0 897,815.4 100.0 +53,213.6 
Gross sectoral income (1,000 DR$) 
Value Percent Value Percent Impact 
Small farms 289,342.9 37.5 499,729.8 61.1 +210,386.9 
Medium and large farms 481,415.1 62.5 317,778.2 38.9 -163,415.1 
Total 770,758.0 100.0 817,508.0 100.0 +46,971.8 
Labor (1,000 man-days) 
Labor Percent Labor Percent Impact 
Small farms 32,400.7 34.2 87,487.7" 66.4 +55,087.0 
Medium and large farms 62,267.4 65.8 44,361.9 33.6 -17,905.5 
Total 94,668.1 100.0 131,849.6 100.0 +37,181.5 
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in the small farms would increase from an estimated DR$176,554,000 to 
about DR$476,185,000. This would be equivalent to a 6.6 percent annual 
rate of growth of output in the small farm subsector if the program were 
realized gradually during 1975-1990. Total income in the small farms was 
estimated at DR$289,342,900 in 1975. With the hypothetical program, 
total income in the small farm subsector could amount to DR$499,729,800 
by 1990. Household income would increase at only 3.7 percent annually 
since off-farm wages derived in the large farms would fall as land was 
transferred out of the large farms. It would appear that land redistri­
bution programs during 1962-75 raised income in the small farm subsector 
at a rate of about 1.5 percent, annually. 
2. Employment impact 
Perhaps, agrarian reform can have its greatest impact on employment. 
In 1975, the small farms employed 83.1 man-days per utilized hectare and 
the large farms employed only 27.0 man-days per hectare, on the average. 
Provided that production patterns within the small and large farm sub-
sectors did not change, transferring 662,900 hectares out of the large 
farm subsector into the small farms would raise total agricultural 
employment from 94,568,100 man-days to 131,849,600 man-days, an increase 
of 39.3 percent. This increase would be equivalent to an average annual 
rate of growth in employment of 2.2 percent if agrarian reform were 
realized gradually during 1975-1990. 
Because agrarian reform would have a greater impact on employment 
than on output, overall labor productivity in agriculture would decline. 
Gross output per man-day in agriculture was estimated at DR$8.92 in 1975 
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prices. In the absence of productivity increasing programs and using 
current (1975) prices, the hypothetical agrarian reform program would 
reduce the average output per worker to an estimated DR$6.81 per man-
day. This decrease reflects a shift from land extensive and relatively 
capital intensive agriculture to labor intensive farming. It also 
reflects a shift from cattle production and crop production for export 
to the production of food for domestic consumption. Productivity in 
the large farms would have to be raised to maintain or increase the 
level of agricultural exports. 
3. Implementation 
There is widespread uncertainty about which lands can or should 
be used for agrarian reform projects in the Dominican Republic. This 
uncertainty partly stems from a lack of knowledge concerning the location 
and tenancy status of arable land. It is not clear how much of the land 
in large farms is arable. Much of the land in large farms is owned by 
the government and presumably could be used in settlement projects. 
Other land could be obtained, pending successful reforms on public land. 
Table 55 contains summary information on land distribution by institution 
for 1975. The sugar coitpanies administered 181,839 hectares planted in 
sugarcane, equivalent to 25 or 30 percent of the total land in the large 
farms. This figure does not include extensive holdings of pasture and 
other land owned by the sugar companies. Perhaps 40 percent or more of 
the total land in large farms is owned by the government. This is not 
clear, however, and needs to be cl. Tied. Completion of the rural 
cadastre now in progress would supply this information. Action to 
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Table 55. Land distribution by institution, 1975 
Type of institution Area Percent 
(ha) 
Total land in farms, 1971 2,736,236 100.0 
Area administered by sugar mills, 1974& 181,839 6.6 
CEA mills 113,273 4.1 
Private mills 68 566 2.5 
Land in agrarian reform asentamientos, 1975^ 305,462 11.2 
Land in state farms, 1975^ 33,677 1.2 
Land held by the agricultural bank, 1975^ 1,049 — 
Occupied public land, 1975® 126,562 4.6 
Other land accumulated by the state, 1972-1975^ 127,393 4.7 
Residual, other land in private farms9 1,960,254 71.6 
^Source : 
^Source : 
"^Source : 
Table 40. 
Table 42. 
Table 44. 
'^Source: Legal Department, Agricultural Bank (4) , represents 
repossessed land. 
^Estimated: Occupied public lands 1971 = 210,132 ha, less recovered 
public land 1972 - June, 1975 = 83,570 ha (figures based on 6th National 
Census of Agriculture, 1971 and IAD Department of Statistics data), 
Estimated: Total land acquired by the state 1972 - June, 1975 = 
226,135 ha, less land distributed through agrarian reform = 93,648 ha, 
less land placed in state farms = 5,094 ha. Since the end of 1971 the 
government has acquired: recovered public land 83,570 ha, land purchased 
from private individuals 30,482 ha, idle land 36,354 ha, latifundio 
71,451 ha, and special quota 4,097 ha. 
^Calculated residual. 
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complete the cadastre as soon as possible for the most inçortant agri­
cultural areas is suggested. 
In reality, the size of farm needed to provide a given target 
level of income could vary from place to place depending on soil and 
other land characteristics. Better information about land quality 
could be developed based on data in the rural cadastre and in the CRIES 
land resources inventory. It is important that productivity increasing 
programs be an integral part of any agrarian reform program. A 
detailed examination of technological practices in farms to identify 
where and how output and employment can be increased in farms through 
increased application of credit, technical assistance, and other inputs 
is badly needed. 
C. Increasing Productivity and Output 
Increasing productivity and output in small farms through techno­
logical change is a major part of rural development. Technological 
change in agriculture refers to the introduction of new biochemical 
technology — better seed varieties, fertilizer and plant protection 
chemicals, and a set of farming practices. Technologies, which meet 
the technical needs and physical, social, and economic requirements 
of rural people usually will have to be developed and tested locally. 
This requires an effective research and extension system. Also, 
for the biochemical technology to work well for the small farmer, 
water, input markets, output markets, and credit need to be accessible 
to them. 
143 
1. Benefits and costs of a small farm production program 
Recently, the Secretariat of State for Agriculture (SEA) initiated a 
program to develop and deliver technology appropriate to small farmers 
(59) . The program has a major enphasis on producing and distributing 
improved seed varieties. It seeks to improve land utilization on small 
farms by disseminating information about soil fertility and conservation 
practices, ^^proximately 6,700 small farmers are receiving instruction 
in modem farming methods, and it is anticipated that many other farmers 
will benefit indirectly. Provision has been made for expanding agricul­
tural credit available to small farmers. Additional program elements 
include: coordinating activities of the various agencies providing 
services to small farmers, adapting research by the International Research 
Centers to Dominican conditions, testing of technology packages on small 
farms, and monitoring farms to identify production and marketing bottle­
necks . 
The SEA has allocated DR$23,600,000 to the program over a three year 
period beginning in 1977. Half the finance for the program is being pro­
vided by the USAID. The program's objective calls for raising yields on 
some 159,900 hectares planted to rice, beans, corn, cassava, plantains, 
sweet potatoes, and pigeon peas. This is equivalent to about half the 
cropland in the small farm subsector. Overall, approximately 135,000 
farm families could benefit by the program either directly or indirectly. 
The costs of the SEA's program have been estimated over a ten year 
period (Table 56). The gross costs consist of capital esqjenditures for 
starting up the program, yearly operating and maintenance expenditures, 
and increased production costs by farmers participating in the program. 
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Table 56. Estimated costs and benefits of the SEA's small farm production 
program, 1977-86^  
Annual costs 
Year 
Capital, 
operating and 
maintenance Production Gross 
Value 
of pro­
duction 
Dis­
counted 
costs^  
Dis­
counted 
valueb 
(1,000 DR$) 
1977 10 ,960.9 91.5 11,052.4 1,450.3 9,615.6 1,261.8 
1978 7,666.5 199.9 7,866.4 5,310.2 5,947.0 4,014.5 
1979 6,852.0 325.4 7,177.4 7,496.4 4,722.7 4,932.6 
1980 3,436.8 363.1 3,799.9 9,723.5 2,173.5 5,561.9 
1981 3,411.9 368.5 3,780.4 11,725.6 1,878.9 5,827.6 
1982 3,411.9 375.6 3,787.5 14,543.3 1,636.2 6,282 .7 
1983 3,411.9 379.0 3,790.9 19,446.4 1,425.4 7,311.8 
1984 3,411.9 379.0 3,790.9 22,267.9 1,410.2 8,283.6 
1985 3,411.9 379.0 3,790.9 22,267.9 1,076.6 6,324.1 
1986 3,411.9 379.0 3,790.9 22,267.9 936.4 5,500.2 
30,822.5 61,128.5 
= 2.0 
S^ource; (59) . 
B^ased on discount rate of 15 percent; E(B/C) = 61,128.5/30, 822.5 
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The benefits can be considered as the expected value of the increased pro­
duction attributable to the program. Without the program it is believed 
that yields in the small farms would increase little, if at all. The 
estimated benefits of the program are based on the assumptions that 
average yields will increase by 35 percent on the program area over a 
ten year period and that prices will remain constant. Using a discount 
rate of 15 percent, the expected benefit-cost ratio [E(B/C)] for the 
program is 2,0, suggesting that the program is worthwhile. 
It needs to be emphasized that with respect to scarce capital the 
final decision about investment should depend on the existence of better 
E(B/C) prospects or prospects with equal E(B/C) which seem to provide 
more employment, more community development through linkages, etc. 
Estimates of the employment impacts of the SEA's program are not avail­
able, but could be developed based on data in the agricultural sector 
survey. Also, it is not known hew sensitive the calculated E(B/C) figures 
would be to complementary investmsnts in infrastructure such as irriga­
tion. 
If the SEA's small farm production program were extended over 15 
years, instead of 10 years, it would appear that average yields on the 
program area could be raised by 50 percent. That is, gross output on 
the program area would increase from an estimated DR$59,700,000 to 
DR$89,600,000. The increase would be equivalent to 3.6 percent of the 
estimated gross agricultural sector (crops and livestock) output in 
1975. Over a 15 year period, the program would have only a small impact 
on the overall agricultural growth rate. However, the program would 
increase gross output in the small farm subsector by about 34 percent 
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which is equivalent to an average annual rate of growth of 1.2 percent. 
Household income would increase at a lower rate since part of the growth 
in production would be used to finance increased purchases of farm inputs. 
It is doubtful that the SEA's program could increase per capita income by 
more than half a percent annually since the rural population is expected 
to grow between 0.7 and 1.4 percent, annually. The desirability of the 
program would be enhanced if it succeeded in reaching many of the poorest 
farmers. 
If vigorous programs of agrarian reform were implemented, it would be 
especially desirable to expand the magnitude and scope of small farm pro­
duction programs. Small-scale livestock enterprises could be included in 
production programs. Small farm production programs must be coordinated 
with general agricultural development policies and programs if they are to 
succeed in increasing food supplies and raising small farmer incomes. 
This will require increased emphasis on developing information systems and 
planning about food supply and demand at the SEA. Relatively large 
increases in the supplies of agricultural products can depress farm prices 
and, thereby, discourage additional production if costs are not reduced. 
On the other hand, increased incomes among the lower income strata would 
lead to increased demand for food. An empirical framework for analyzing 
income and price effects on food demand would be extremely useful. 
2. Marketing and price policy 
A draft of the recent National Marketing Plan recommended developing 
producers associations to assist small farmers to overcome marketing 
difficulties (52). Small-scale independent producers were found to 
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receive a much smaller share of the retail price than large producers, 
largely because of their low market power. Also, because small farmers 
do not pack or sort produce properly, substantial food losses occur in 
market channels. Moreover, small producers usually do not have adequate 
storage facilities, and they must sell shortly after harvest when prices 
are low. In the case of export products, small farmers frequently 
encounter difficulties because they do not observe standards and proper 
grading. 
Producers associations could raise the market power of small farmers 
and raise their share of the retail price. Packing centers and storage 
facilities might be developed through associations. These would reduce 
food losses but might involve added costs. By providing a bulking func­
tion producers associations could reduce total transportation charges. 
Eventually, producers associations could bypass some of the traditional 
market intermediaries which would inprove market efficiency and should 
benefit low income consumers as well. Also, producers associations could 
become active in input marketing and serve as channels for production and 
marketing technical assistance. 
INESPRE, the government marketing enterprise, can play a major role 
in small farm production programs through its purchase operations. By 
supporting "fair" producer prices it can raise and stabilize rural 
incomes. INESPRE will have to improve the efficiency of its programs if 
it is to maintain "low" consumer prices and avoid losses. Continuous 
losses could result in loss of support for its programs, eventually. The 
government could coordinate its food import and market programs better if 
market and outlook information were available on a timely basis. 
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D. Social Programs 
Agricultural production, physical infrastructures, rural industries, 
and public services are interrelated elements of rural development. 
Increasing per capita productivity, and rural employment opportunities 
which bring higher per capita incomes, enable rural people to improve 
their levels of nutrition, shelter, education, and health. Providing 
basic public services such as clinics and schools not only improves 
directly the levels of living for the rural poor, but they can also 
indirectly increase their productivity. Relevant education, including 
minimum reading and arithmetic skills, can increase knowledge and facili­
tate training in agricultural production. Health facilities and education 
about health, nutrition, sanitation, and child care enable the rural poor 
to develop their physical and mental capacities, thus making them poten­
tially more productive as workers. More importantly, these things are 
essential to individual self-realization. 
Very little is known about the magnitude, role, value, and effective­
ness of social programs in the Dominican Republic. There are no consis­
tent data which could be used to develop standard of living profiles. 
Rural nutrition programs are substantial, but their effect on production 
and general well-being have not been assessed. Rural Dominicans have 
less formal education than urban people; less than 50 percent of the rural 
population is literate compared to more than 80 percent literacy in the 
cities (54). Improving rural education is relevant to agricultural 
development which requires that farmers work with increasingly sophisti­
cated production methods. Formal education is essential to work in 
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nonfarm occupations. About 45 percent of the rural new job requirements 
through 1990 will be in occupations other than farming. Overall, the need 
for social services is great. 
It is widely believed that potential exists for rural industry to 
play an increased role in rural development, but progress from past 
attempts has been limited. A main problem is that previous efforts were 
based on the assuitption that the major constraint was lack of finance. 
Several investment funds were created and, for the most part, have moved 
slowly. It is becoming apparent that progress in involving nonfarm pro­
duction more fully in rural development will require assistance in project 
identification, project implementation, and management. 
E. Summary 
In this chapter several alternative agricultural development programs 
were analyzed, and their inpacts on rural employment, output, and incomes 
were estimated through 1990. An expanded program of land redistribution 
which would transfer half the land in large farms (50 ha or more) into the 
small farm and landless household subsector, possibly, could increase the 
incomes of the agricultural rural poor by 73 percent during 1975-1990. 
Moreover, this hypothetical land redistribution program could contribute 
about one-third of a percentage point to the agricultural growth rate due 
to expected changes in cropping patterns and increased intensity of land 
use on the redistributed land. 
It would be extremely important to raise productivity in the small 
farms simultaneously with agrarian reform to achieve needed increases in 
output. A small farm production program on half the estimated land in 
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the small farm subsector in 1975 was found to have an expected benefit-
cost ratio equal to 2.0 based on the modest assumption that average 
yields on the program area would be raised 50 percent by 1990. TOiis 
program would have to be highly directional to benefit the poorest 
farmers. It would be very desirable to double output on the program 
area and to expand the coverage of the program in order to achieve an 
average annual rate of growth of output of 4.5 percent on land in the 
small farm subsector, which would be in line with the "required" average 
output growth rate for the agricultural sector in projection Set I of 
Chapter III. Research is badly needed about how and where output can be 
increased in small farms. 
There is a disturbing lack of information concerning the incomes, 
work, and lifestyles of the nonagricultural rural population in the 
Dominican Republic. Even if rapid rural-urban migration persists, this 
group is projected to account for 35 percent of the total rural house­
holds in 1990, and more than 50,000 nonagricultural rural households 
could be added to the rural population during 1975-1990. Employment in 
marketing and transportation can be expected to increase with agricul­
tural development, but work in other occupations will be needed, also. 
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VI. GENERAL SUMMARY AND RECOMMENDATIONS 
This study has identified the principal growth mechanisms of the 
Dominican Republic economy and has showed how recent economic growth 
affected enployment and the distribution of income. Industrialization, 
mainly in import substitution industries, has been a major feature of 
the country's growth process since the early 1950s. Half the annual 
increment in total investment and one-fifth the annual increment in 
total consumption were inported. Food imports have become increasingly 
important in recent years. The proportions of investment and consumption 
goods imported appear to be falling, but only slowly, and it is antici­
pated that import substitution will be a continuous long teim process 
for the Dominican Republic. 
Because the government has consistently emphasized investments in 
industry and physical infrastructure, the structure of the economy has 
changed from a heavy reliance on agriculture to industry and other urban 
based sectors. In 1961 agriculture accounted for 30 percent of total 
GDP. By 1974 agriculture accounted for less than 20 percent of GDP. 
A consequence of this has been accelerated rural-urban migration. 
Foreign trade accounts for about 20 percent of the country's total 
GDP. Scarcity of foreign exchange has been a chronic limiting factor 
to imports and economic growth., with the exception of brief periods of 
unusually abundant earnings from sugar exports. Foreign borrowing and 
grants have supplemented foreign exchange earned through exports. Sugar 
is the Dominican Republic's major product. Sugar and derivative by­
products always have accounted for more than half the value of exports, 
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even though sugarcane harvests and world sugar prices fluctuate from year 
to year. Annual increases in the volume of sugar output have averaged 
3.5 percent since the end of the 19th century. During 1950-1974 annual 
increases in sugar production averaged 3.0 percent. These growth rates 
reflect steady growth in world demand for sugar and the country's ability 
to maintain a significant share in the world supply. 
An important conclusion of this study is that the Dominican Republic 
will continue to rely on sugar as a source of economic growth and foreign 
exchange. Other economic sectors such as mining, tourism, and certain 
light manufactures are not likely to replace sugar as the country 's 
dominant economic sector since they are relatively small and have begun 
to expand only recently. Also, initial profits in these sectors will have 
to be repatriated to foreign investors. Moreover, unlike some of the 
modem sectors, the sugar sector appears not to involve substantial 
imports of raw materials and other inputs. The government could encourage 
investments to modernize sugar production, to raise profitability, and to 
generally improve competitiveness in international markets. 
Real annual increases in the GDP averaged an unprecedented 8.8 per­
cent during 1967-1975, which along with annual increases of 3.1 percent 
in the estimated total population allowed for an average growth rate of 
5.7 percent in real per capita income. Although the Dominican economy 
has grown rapidly, a number of social problems have persisted and may 
even have increased in intensity for certain social groups. Sickness, 
malnutrition, low educational achievement, and inadequate shelter are 
causing serious damage to the health and well-being of many Dominicans, 
especially in the rural sector. The average daily calorie intake 
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(1,634 calories) and protein intake (46 grains) are, respectively, only 76 
and 82 percent of that recommended by the Secretariat of Health. Calorie 
and protein consumption in rural areas are only 71 percent and 73 percent, 
respectively, of minimum requirements. This is a reflection of generally 
low incomes and unemployment. 
Generally, economic growth has been concentrated in the urban sectors 
and capital intensive in nature. In manufacturing, for example, the 
capital-labor ratio has doubled since 1950. The International Labor 
Organization (ILO) estimated the total rate of underutilization of labor 
(unertployment and underemployment) at 32.4 percent for Santo Domingo in 
1973 and in agriculture at 40.7 percent. Total visible unemployment is 
estimated at 23.1 percent of the work force. As a consequence, the dis­
tribution of income in the Dominican Republic is highly unequal both with 
respect to size distribution of income and urban-rural distribution. 
Moreover, the distribution of income appears to have become more unequal 
in recent years. 
Public sector policies largely are to blame for the worsening dis­
tribution of income. The industrial incentive system, which combines 
low cost credit, low import duties, access to "undervalued" exchange, 
and tax deductions, not only favors industry over agriculture but, more 
importantly, provides a strong incentive for the introduction of capital 
intensive production methods. The composition of fixed investment has 
emphasized major investnents which have had long gestation periods, 
required the use of coital intensive construction methods, and have 
contributed relatively little to employment creation, either directly 
during construction or indirectly after completion. The policy to 
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reduce growth in ejqjenditures on public services has meant that the per 
capita provision of public services has been declining in recent years. 
Future policies and programs should emphasize eit^ loyment and income 
distribution besides economic growth. 
A quantitative framework was used to develop alternative projection 
sets for output, employment, and income variables for the major economic 
sectors to 1990 in Chapter III. Based on moderately optimistic assump­
tions about the behavior of exports and other macroeconomic variables, 
total GDP was projected to grow at an average annual rate of 5.5 percent 
during 1975-1990. Total man-years of employment were projected to grow 
at 4.4 percent, yearly, reflecting an expected growth rate in labor pro­
ductivity of 1.2 percent. By 1990, the overall unemployment rate would 
be about 24 percent of the total work capacity, a considerable improvement 
over current conditions. Employment in agriculture would be equivalent to 
between 66 and 71 percent of the rural work force capacity, depending on 
rural-urban migration patterns. 
However, output per worker in agriculture was projected to increase 
at only 0.9 percent per year, which is below the projected rate of growth 
for other sectors. Agriculture had the lowest output per worker in 1975. 
The services sector which has a large weight in total employment and con­
sists of many low productivity jobs was projected to experience employment 
increases of 5.6 percent per year along with an average increase in 
output per worker of only 1.2 percent per year. Mining, construction, 
and electricity, which rely on capital intensive production techniques, 
are projected to experience increases in labor productivity exceeding 
7.0 percent, yearly. 
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The overall picture that emerges from the projection sets in Chapter 
III is one of increasing inequality in the distribution of income across 
economic sectors. Although total employment and income are projected to 
increase at 4.4 percent and 5.5 percent, respectively, most of the jobs 
are expected to be in traditional, very low productivity subsectors in 
1990. If total GDP were to grow at 4.4 percent annually instead of 5.5 
percent, employment and output patterns across economic sectors would not 
change very mucn.. But, tlae menployment rate in 1990 would be about 35 
percent of work force capacity, essentially no change over the current 
rate. The total number of uneiiroloyed persons would increase from an 
estimated 366,400 persons in 1975 to more than 700,000 persons in 1990. 
About half the total number of unemployed would be in the rural areas. 
This projection set illustrated the importance to employment of maintain­
ing high rates of growth in GDP. 
In summary, a major effort by the Dominican government will be 
required to reduce unemployment dramatically and to modify income dis­
tribution patterns by 1990. The projection sets in Chapter III reinforce 
the conclusion that fundamental changes in public sector policies will 
be required if the poor are to experience significant improvements in 
their standards of living. Most of the poor are expected to be in the 
rural sector and the urban services sector. Many of the latter will be 
rural migrants. Increased emphasis on rural development would be desir­
able to raise agricultural output, to provide for nutritional improve­
ments , and to directly benefit many of the poorest Dominicans. 
The ability of the rural sector to contribute to broad developmental 
objectives depends not only upon the sector's endowments of agricultural 
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land and water but also depends upon institutional arrangements, the 
efficient utilization of resources on farms, and an adequate provision 
of services. Small towns are a part of the rural sector. They serve as 
foci for trade and the provision of services. Rural development programs 
and policies need to be tailored to the structure and organization of the 
rural sector. 
Basically, three farming subsectors can be distinguished in the 
Dominican rural sector: a small farm subsector, medium sized farms, and 
large farms. The small farm subsector can be considered as all farms 
with 5.0 hectares or less plus recent IAD settlements in collective farms. 
The medium sized farm subsector consists of farms with 5.0 to 49.9 hec­
tares, and the large farms have 50.0 hectares or more. The latter include 
sugar estates, state farms, and large private agribusiness operations. 
The outstanding feature of land distribution is the existence of a few 
very large farms and a multitude of small farms. There were 324,200 
farms in 1975 and the total number of rural households amounted to 475,400 
households, including households in small towns of 10,000 inhabitants or 
less. Only 65 percent of rural heads of households are farmers, an addi­
tional 6 percent are common laborers, and the remainder engage in a 
variety of nonagricultural occupations. 
Population growth will reduce the amount of agricultural land per 
rural worker. By 1990, the total number of rural households is projected 
to be between 594,100 and 623,100 households, depending on rural-urban 
migration. Consequently, the country will have to resort mainly to land 
intensive agricultural development strategies to raise output and 
agrarian reform to iitprove the distribution of rural income. Since 
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1962, the coimtry has engaged in agrarian reform, settling some 36,353 
families on 179,200 ha. This is equivalent to less than half the esti­
mated increase in rural households for the period. Agrarian reform, to 
date, largely has been experimental in nature and recent settlements 
have favored collective farming. Underemployment is especially serious 
in the small farms and for many of the landless households. 
In the rural sector, the number of new job requirements is projected 
to average between 19,000 and 26,000 jobs, annually. Perhaps 65 to 75 
percent of these job requirements will be in agriculture. The remainder 
will be for non agricultural occupations in a rural setting. The need 
for increased agricultural output is very great. It is anticipated that 
increases in national income will cause the demand for food to at least 
double by 1990. Also, increased production for export could contribute 
to balance of payments objectives. 
An expanded program of land redistribution which transferred half 
the land in large farms (50 ha or more) into the small farm and landless 
household subsector possibly could increase the incomes of the agricul­
tural rural poor by 73.percent during 1975-1990. This group experienced 
average per household incomes below one-fifth the national average 
household income in 1975. The expanded programs could contribute about 
one-third of a percentage point to the overall agricultural growth rate 
due to expected changes in cropping patterns and increased intensity of 
land use on the redistributed land. Employment could be increased by 
about 40 percent during the period. 
It would be extremely important to raise productivity in the small 
farms simultaneously with agrarian reform to achieve needed increases in 
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output. A small farm production program on half the estimated land in the 
small farm subsector in 1975 was found to have an expected benefit-cost 
ratio equal to 2.0 based on the modest assumption that average yields on 
the program area would be raised 50 percent by 1990. This program would 
have to be highly directional to benefit the poorest farmers. It would 
be very desirable to double output on the program area and to ejçiand the 
coverage of the program in order to achieve an average annual rate of 
growth of output of 4.5 percent on land in the small farm subsector, 
which would be in line with the "required" average output growth rate 
for the agricultural sector in projection Set I of Chapter III. Research 
is badly needed about how and where output can be increased in small 
farms. 
There is a disturbing lack of information concerning the incomes, 
work, and lifestyles of the nonagricultural rural population in the 
Dominican Republic. Even if rapid rural-urban migration persists, this 
group is projected to account for 35 percent of the total rural households 
in 1990. Employment in marketing and transportation can be expected to 
increase with agricultural development, but work in other occupations 
will be needed, also. 
In summary, if the Dominican Republic is to achieve a more balanced 
approach to growth and development, remedial policies will have to be 
pursued at both the national and regional levels. Expanded programs of 
rural development can contribute to general economic growth, employment, 
and income distribution objectives. Increased enphasis on land redis­
tribution, if politically feasible, can reduce unemployment and raise 
real incomes of the poor. "Green revolution" technologies are available 
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in the Dominican Republic and can be applied in the small farm subsector 
to raise food output and generally increase real incomes of the lower 
income strata. Government trade and price policies should be modified 
to encourage agricultural and rural development. An expanded program 
of rural development would be highly desirable and would be complementary 
to development in the urban areas. 
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Table A.l. Theil inequality coefficients for selected endogenous 
variables 
Endogenous variable Coefficient 
GDY 
CP 
TD 
TI 
M 
CTNP 
GCTN 
IMCH 
0.0468 
0.0591 
0.0517 
0.0700 
0.0488 
0.0548 
0.1109 
0.0914 
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Table A.2. Sectoral output elasticities (ei)^  
Sector 
Sectoral output elasticity 
with respect to GDP 
1. Agriculture, livestock, 
forestry, and fishing 
2. Mining 
3. Industry 
4. Construction 
5. Commerce 
6. Transportation 
7. Electricity 
8. Other services^  
0.7235 
3.0080 
1.1411 
1.5114 
1.0759 
1.2437 
1.5425 
0.8467 
S^ource : (2). 
^Includes communications, finance, housing, government, and 
other. 
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Table A.3. Employment and productivity by sector in 1970 and rates of 
productivity changes 
Sector 
Employment, 
1970b 
Produc­
tivity 
Rate of 
productivity change 
(1,000 man-
years) 
(1962 DR$/ 
person) 
1. Agriculture, livestock, 
forestry, and fishing 373.9 839.2 1.13 1.63 
2. Mining 0.6 30,204.0 15.30 15.80 
3. Manufacturing 79.9 2,697.3 1-53 2.03 
4. Elasticity 1.4 14,037.1 15.15 15.65 
5. Construction 22.8 2,817.9 7.32 7.82 
6. Commerce 61.2 3,669.1 1.21 1.71 
7. Transportation 34.9 2,141.2 0.50 1.00 
8. Services and other 136.8 2,499.7 -1.25 -1.13 
Total 711.2 1,789.3 1.23 1.72 
S^ource: (3). 
A^ssumes 40 percent of the work force in agriculture was unemployed 
and 35 percent of the work force in other sectors was unemployed. 
E^stimated, based on 1960-70 growth of labor force and the assumption 
that the unemployment rate fell by 5.0 percent. 
E^stimated, based on 1960- 70 growth of labor force and the assumption 
that the unemployment rate did not change. 
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Table A.4. Population density in 1960 and 1970, and projections by zone, 
1975-2000 
Population 
density Pro j ections 
Zone 1960 1970 1975 1980 1985 1990 2000 
(Inhabitants 
Northwestern 45 52 61 68 75 84 103 
Northern 87 113 122 137 153 172 216 
Northeastern 88 104 113 123 134 146 173 
Southwestern 35 45 48 54 60 67 83 
Southern 25 33 39 46 53 61 82 
Central 121 189 235 293 366 456 707 
Eastern 38 50 57 64 73 83 107 
Total Republic 63 84 97 113 132 154 212 
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Table A.5. Population densities of Latin American countries, 1971-1975^  
Country Inhabitants 
Argentina 9 
Barbados 555 
Bolivia 5 
Brazil 12 
Colombia 20 
Costa Rica 37 
Cuba 80 
Ecuador 24 
El Salvador 185 
Guyana 4 
Guatemala 52 
Haiti 187 
Honduras 25 
Jamaica 176 
Mexico 28 
Nicaragua 17 
Panama 21 
Paraguay 6 
Peru 12 
Republica Dominicana 92 
Trinidad and Tobago 203 
Venezuela 13 
S^ource: (14). 
Table A.6. Total, urban, and rural population by zone, 1960 and 1970 
1960a 1970b 
ione Total Urban 
Percent Percent Percent 
urban Rural rural Total Urban urban 
Percent 
Rural rural 
Northwestern 
Northern 
No r the as te m 
Southwestern 
Southern 
Central 
Eastern 
Total 
202.9 
816.1 
464.3 
270.4 
169.5 
825.2 
298.6 
57.6 
182.0 
70.4 
47.4 
61.1 
431.7 
79.7 
(1,000 persons) 
28.4 145.2 71.6 248.6 87.7 35.3 160.9 
22.3 634.1 77.7 1,024.7 323.2 31.5 701.4 
15.2 394.0 84.9 551.6 115.8 21.0 435.8 
17.5 222.9 82.4 337.5 72.6 21.5 264.8 
36.0 108.5 64.0 227.5 99.0 43.5 128.5 
52.3 393.5 47.7 1,284.3 788.4 61.4 495.9 
26.7 219.0 73.3 387.7 140.1 36.1 247.6 
3,047.1 929.9 30.5 2,117.1 69.5 4,061.9 1,626.9 40.0 2,435.0 
64.7 
68.4 
79.0 
78.5 
56.5 
38.6 
63.9 
60 .0  
^Source: (39). 
S^ource: (40), figures adjusted to mid-year. 
Table A.7. National income statistics, 1970-75^  
Year GDP CP CG IMCH CTMP GCTN STX K_i TI TD E TÏ M 
(millions of 1962 DR$) 
1950 461.5 333.4 53.1 21.7 14.2 17.9 — 172.4 71.7 6.9 97.0 19.4 75.8 
51 516.3 403.0 60.0 15.7 18.4 27.0 — 157.5 82.7 12.6 107.3 47.2 115.2 
52 557.8 374.6 67.4 48.1 27.9 34.9 — 167.8 81.3 10.6 124.7 5.0 119.8 
53 550.7 383.2 61.4 40.7 33.0 30.6 — 174.4 76.7 13.3 126.6 -2.5 114.9 
54 582.5 418.4 58.8 33.9 17.9 36.0 — 176.8 90.4 14.8 133,3 10.7 115.7 
1955 618.8 419.9 73.7 42.9 18.2 52.2 — 219.5 94.7 17.5 143.7 -10.1 131.8 
56 680.2 468.3 83.2 45.1 28.4 50.3 — 203.6 96.9 20.3 150.9 -7.5 145.9 
57 723.3 504.5 94.3 47.8 41.0 42.0 — 231.9 108.9 22.0 150.0 25.5 156.3 
58 762.0 529.1 107.3 49.1 35.9 53.4 — 233.3 108.8 26.5 147.8 -4.4 160.6 
59 766.7 514.1 111.3 47.3 23.3 32.7 — 238.3 100.3 26.1 164.8 -29.7 126.8 
1960 775.6 529.6 91.0 23.9 12.4 30.9 9.2 252.5 99.5 22.6 188.7 -26.4 110.2 
61 758.2 530.4 92.4 12.1 11.2 29.5 4.1 301.2 81.0 21.7 175.4 -26.3 96.9 
62 887.2 646.6 130.0 35.6 32.1 23.6 6.8 306.8 108.9 27.5 196.7 0.0 184.2 
63 945.1 705.4 146.8 52.4 51.6 20.8 14.5 274.2 113.2 33.5 172.9 -17.3 219.3 
64 1,008,3 759.3 153.9 71.8 64.4 22.9 13.2 319.8 122.8 39.2 175.7 15.8 252.8 
1965 882.9 650.7 162.6 24.5 42.3 16.9 -2.6 336.2 77.2 27.7 143.9 -8.6 155.5 
66 1,001.2 781.6 145.2 52.9 50.7 27.9 9.7 338.8 110.7 34.1 144.6 2.9 211.4 
67 1,035,0 799.8 131.0 51.3 56.1 35.0 6.9 366.2 111.2 40.8 170.4 -1.7 215.5 
68 1,037.1 832.7 119.8 53.1 59.5 41.6 -5.4 373.3 123.8 41.3 170.8 6.8 235.1 
69 1,150.1 . 909.4 119.6 65.4 61.9 45.9 24.8 406.9 133.1 47.8 181.9 16.4 258.3 
1970 1,272.5 1,018.0 124.5 88.3 68.7 61.3 20.8 379.6 138.0 57.1 202.4 6.4 311.5 
71 1,407.3 1,131.4 112.4 93.9 82.2 92.4 8.8 435.8 152.2 62.1 230.7 -2.5 344.5 
72 1,581.4 1,170.0 111.8 161.9 93.4 120.3 -25.6 452.7 164.5 68.0 315.0 13.1 315.4 
73 1,772.1 1,268.7 115.0 163.8 118.1 121.2 10.2 440.5 171.3 77.2 365.0 26.5 392.9 
74 1,904.9 1,352.8 166.8 159.6 142.7 131.9 23.8 435.8 210.0 85.2 380.9 106.9 473.4 
1975 2,002.4 1,443.2 130.2 213.9 158.8 141.8 9.4 — 258.8 92.4 370.7 171.8 475.0 
S^ource: (6). 
